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ANY self-appointed social and economic reformers 

are talking and writing these days about the “redis- 

tribution of wealth” as though all that were needed 

to make this country a Utopia was to re-deal the 

cards of wealth so that every man, woman and child 
in the nation had the same number of cards. To the unthinking, 
and before careful analysis, this seems an equitable and logical 
suggestion as many socially minded persons fail to see the justice 
of John Smith’s living in luxury and driving his expensive motor 
cars while the John Joneses live in poverty and on the verge of 
want. The solution to them seems simple and involves the con- 
fiscation of Smith’s wealth and its distribution among the Joneses 
of the community. In this issue in an article beginning on page 
365, DanteL B. LuTeN analyzes these proposals in the cold light 
of reason. He argues neither for nor against the social justice of 
the proposals but merely attempts to discover what would actually 
happen if the wealth of the country could and should be divided. 
The results, he finds, would be disappointing. “If it were feasible,” 
he writes, “to divide all of the wealth of the United States uni- 
formerly among all of its people, so that each would have $3750 it 
might be attractive to those who gained by the division, but it 
would only mean that the owner of $3750 would have an income 
by reason of that wealth of only $100 a year in excess of taxes. 
The alternative is that the $3750 itself would be used for living 
expenses in which case it would ultimately disappear.” Mr. Luten 
goes on to show what would happen if wealth could be divided in 
various ways as between various groups of the population and 
points out how ineffective any such procedure would be in better- 
ing the lot of the average citizen. He concludes that the solution 
of our difficulties is not redistribution of our present wealth but 
greater employment brought about by improved business. 


ON page 375 of this issue is an article by Ropert F. ‘Sax entitled 
“The Banker Must Know.” Concerning this article Mr. Sale, 
who is connected with the accounting firm of Webster, Atz & 
Company, New York, writes: “Several recent occurrences have 
impressed the writer with the relative inadequacy of much of the 
financial and operating data submitted by borrowers who are 
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applying for loans, and in the present situation in which the 
banker is between two fires, that of rising public demand for 
greater liberality in the extension of loans and the converse pres- 
sure for greater security for those loans that have been made, it 
seems that the best defense against both the claim that a loan is 
not all it should be and the contrary claim that enough has not 
been loaned is to insist upon more than the usual fund of infor- 
mation and that has led to the writing of the present article.” 


IN an article entitled “How Well Do We Know Our Safe Deposit 
Customers?” on page 386 of this issue, R. W. FREER, secretary of 
the Central-Hanover Safe Deposit Company, New York, points 
out that the operation of a safe deposit department is perhaps the 
most hazardous of all the various branches of banking. This is 
mainly due to the unknown risks which are accepted for a com- 
paratively small compensation. When a small safe deposit box is 
rented the bank does not know whether it is to hold a few docu- 
ments of little value or negotiable bonds and other valuables run- 
ning into a large figure. And yet the banker is responsible for the 
safeguarding of this unknown wealth. For this reason, if for no 
other, Mr. Freer believes that banks cannot be too careful in check- 
ing up on the character and integrity of their customers. Boxes 
should not be rented to strangers until the bank is assured as to 
the identity and responsibility of the would-be customer. 


Banks thrive, if they do thrive, by making good loans—loans 
which are paid at maturity and which earn a reasonable rate of 
interest. One of the most serious banking problems today is the 
absence of good loans. Banks are anxious and willing to loan but 
proper credit risks are hard to find. In this issue, on page 387, 
A. W. Woobs contributes some valuable suggestions on this prob- 
lem in an article, entitled, ““New Credits in Hidden Places.” Mr. 
Woods is a veteran small-town banker of many years’ experience. 
He believes that if the banker wants to make good loans he must 
not be content to sit at his desk and wait for the good loans to 
come in. He must actively seek them out in “hidden places.” 
He must discover the individuals in his community who have the 
character, the capacity and the enterprise to succeed in business 
and commercial undertakings with the backing of bank credit. 
If he knows his men and is a sound judge of character and ability 
his bank will not lack for loans. 
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Editorial Comment 


CRITICISM OF THE GOVERNMENT’S MONETARY POLICY 


committee of the American Man- 

agement Association regarding the 
monetary policy of the present Admin- 
istration, and suggestions for a new 
monetary program, adopted at a recent 
meeting of the asso- 
ciation. It is here 
published in this 
prominent form  be- 
cause of the direct 
challenge it offers to 
the support given the 
departures from what 
have heretofore been 
long regarded as 
sound principles 
which are not to be 
disregarded if the 
country is to see an 
early return of con- 
fidence and greater 
prosperity. 


Preemie. of is a statement of the 


occurred. 


1. The continuance of a heavily unbal- 


anced Federal budget, combined with the 
inconvertibility of our money, is probably the 
major factor in increasing business uncer- 
tainty. In the light of all past experience, 
unless tendencies now in motion are soon 
checked, ultimate loss of confidence in the 
government credit accompanied by an uncon- 
trollable fear, inflation and even heavier un- 
employment and distress cannot be escaped. 
We can neither spend nor tax our way back 
to prosperity. 

2. The voluntary repudiation of the gold 
clause in government bond indentures at a 
time when our national gold reserves were 
near the highest in history has proved to be 
a serious blow to that security of contractual 
relations without which it is impossible to 
conduct business in an orderly fashion and 
to plan ahead. 

3. The voluntary reduction of the gold 
content of our dollar by approximately 41 
per cent. was unnecessary, was based on a 
wholly erroneous conception of economic 


A CORRECTION 


Y an unfortunate 

graphical error, the article 
on “A Program for Banking 
Stability,” published on page 
257 of the September number 
of The Bankers Magazine, was 
attributed to James Balkam 
instead of to James Balsam. 
The Bankers Magazine regrets 
that this error 


principles relating to money, and has been 
one of the most important causes in continu 
ing the breakdown of business confidence. 

4. With respect to the further use of 
silver, past experience shows that bimetallism 
has never proved satisfactory in any country. 
There is no economic justification whatever 
for the enactment of re- 
cent measures for the 
“rehabilitation” of silver. 
Nothing but harm can 
come from introducing 
this further new element 
of uncertainty into our 
currency system. 

5. In a credit econ- 
omy, such as that in 
the United States, under 
which 90 per cent. of 
all monetary  trans- 
actions are normally 
effected by checks 
drawn on bank deposits, 
there is no immediate 
or definite relation be- 
tween the quantity of 
money or the gold con- 
tent of the dollar and 
the domestic price level. 

6. Further, even if prices should ultimately 
be forced higher by monetary manipulation, 
it is very certain that heavier national debts 
would be incurred in the process, due to 
the continued political pressure for spending 
in excess of income under a regime of mone- 
tary inflation. 

7. Present private debts would generally 
be made harder and not easier to pay, since 
real income would progressively decline. The 
average small debtor has a relatively fixed 
income which cannot advance commensur- 
ately with a manipulated rise in prices. In 
the long run the only possible gainers 
through monetary inflation would be for- 
eigners who owe us money, and speculators 
who contract current obligations with a view 
to liquidating in depreciated money. 

8. Again, it is clear that mere monetary 
manipulation cannot restore any predeter- 
mined price level at a time when millions 
are unemployed and factories are working at 
a very low rate of capacity. However, it is 
equally clear that continued debasement and 


357 
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should have 
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the issuing of fiat money, combined with an 
unbalanced national budget, will lead in due 
time to a “flight from the dollar” which will 
threaten us with a later collapse in business 
worse than anything yet known in _ this 
country. 

9. In the light of all experience, the 
worst sufferers, under a scheme of currency 
depreciation and ultimate inflation leading 
to artificially high prices, will be those 
people least able to bear the burden. Such 
are wage earners, receivers of small salaries, 
small investors in bonds and preferred stock, 
teachers, preachers, aged people with small 
fixed incomes, pensioners and annuitants, 
all savings banks depositors, and, last and 
most important, all insurance policyholders, 
who directly and indirectly account for 
virtually every citizen of voting age. Under 
inflation the thrifty are always penalized for 
the supposed benefit of the improvident. 

10. It is clear also that schemes for so- 
called “managed currency” are a delusion 
and a snare. Normally prices are a result 
of the interaction of the economic forces of 
supply and demand, as measured in terms of 
a standard monetary unit. In other words, 
prices are a natural “resultant” rather than a 
cause of business activity. To attempt to 
change this natural relationship through 
monetary debasement, legal price maxima 
and minima, or other artificial interference, 
has always, in the past, led to confusion 
and business disaster involving all citizens. 

11. Finally, it is wholly undesirable that 
the power to manipulate or debase the cur- 
rency should be placed in the hands of any 
single man. 

12. In view of these and many other 
facts, the following monetary program, in 
broad outline, may be urged as constituting 
one of the most essential steps along the 
road to slow but sure recovery: 

(a) That the President announce his firm 
purpose that there will be no further debase- 
ment of our monetary standard, but that his 
intention is to stabilize as near to the old 
par as practicable. 

(b) That, as soon as the dollar is stabil- 
ized, both our paper and silver money shall 
again be made convertible into gold, and 
that all restrictions on the private holding of 
gold shall be removed. 

(c) That all silver legislation passed by 
the recent Congress shall be repealed at the 
next session. 

(d) That the so-called “inflation,” or 
“Thomas,” amendment of the agricultural 
adjustment act, passed on May 12, 1933, 
shall similarly be repealed at the next ses- 
sion of Congress. 


These statements represent the con- 
clusions of those who undoubtedly con- 
sider themselves as representative of 


what have long been regarded as repre- 
senting sound views in relation to 
money. These views are in direct con- 
flict with those of Senators Thomas and 
Pittman, the Committee for the Nation 
and the American Monetary Reform 
Association. Unfortunately, as many 
believe, these sounder views have been 
rejected by the present Administration, 
and many of the proposals of the other 
individuals and organizations have re- 
ceived acceptance at Washington. What 
has been done in this respect, and the 
fear of even greater adventures in the 
same direction, have had a strong effect 
in unsettling public confidence, and in 
the opinion of some careful observers, 
constitute today the chief hindrance to 
the return of more prosperous condi- 
tions. Although diversity of opinion 
may exist as to this view, it is certainly 
only fair, in the interest of free discus- 
sion, that views representing this atti- 
tude should receive at least as much 
public attention as has been given to 
those of an opposite character and 
which have been so effectual in shaping 
the monetary policy of the Administra- 
tion. The list of names attached to the 
above statement is too great numeri- 
cally and too impressive in character to 
be lightly dismissed. It is only to be 
regretted that this statement was not 
put out at a much earlier date, before 
the recent monetary experiments had 
created such wide and deep distrust. 

When one finds himself on the wrong 
road, he does not progress to his desti- 
nation by continuing in that direction, 
but by sharply turning about and taking 
the right road. 


FOR THIS RELIEF, MUCH 
THANKS 


ROFIT as an incentive to human 
effort is not immediately to dis- 


appear. Assurance to this effect 


was given some weeks since by the 
Secretary of Commerce in an address 


over the radio. Secretary Roper ex- 
pressed resentment over “unthinking 
statements or subtle suggestions that the 
profit motive in American life has been 
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or is to be abolished.” He went on to 
say “that certain profit abuses shall be 
discontinued.” 

Between getting rid of the profit 
motive altogether and correcting the 
abuses by which it is accompanied there 
seems to be a wide distinction. There 
has been so much loose talk on the 
subject that difficulty has been expe- 
rienced in keeping this distinction in 
mind. Simple and aspiring souls, filled 
with ecstatic visions of a new heaven 
and a new earth, have proclaimed that 
henceforth men were not to work with 
profit to themselves as their objective, 
but that its place was to be supplied by 
a nebulous desire to benefit mankind. 

Secretary Roper puts a damper on 
these vague longings by telling the world 
that profits are not to be abolished, but 
that the abuses in their accumulation 
are to be corrected—a desideratum not 
open to question. To work merely for 
the joy of working is a fine thing. But 
so long as there exist matter-of-fact 
landlords, tax collectors, purveyors of 


food, clothing, etc., who refuse to ac- 
cept joy units in satisfaction of their 
demands, a more tangible form of pay- 
ment will have to be preserved. 


PUBLIC RELIEF 


LMOST without exception those 
A“ have given thoughtful and 
sympathetic consideration to the 
present situation of this country have 
been insistent in their demand that the 
relief of distress must take precedence of 
all else. This attitude of the American 
people does credit to their hearts, but 
is less of a testimonial to their heads. 
In saying this there is no intention 
whatever to underestimate the urgency 
of relieving distress. But how for any 
long period are we to provide this re- 
lief? From government funds, many 
will reply. But government has no 
funds except those derived from taxa- 
tion. And how taxation, in the present 
depressed state of industry and trade, 
can long continue to afford relief to 
16,000,000 people constitutes a problem 
of the gravest character. 
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In his inaugural address President 
Roosevelt declared that he believed in 
putting first things first. Applying this 
principle, is it not possible that, at the 
present time, too much attention is 
being centered on relief measures and 
not on the greater problem of restarting 
profitable industry and trade, by which 
means alone can we hope for a sound 
and permament relief of those now suf- 
fering from unemployment? 

The real question appears to be this: 
Is there sufficient intelligence and pa- 
triotism in the country to search out 
the means of accomplishing this end and 
for bringing it about with the least 
possible delay. 

This result can be achieved only by 
the postponement of the establishment 
of a new social order, and by a willing- 
ness to abandon many of the experi- 
ments which have proved destructive of 
public confidence. 

No one can justly deny that the 
primary aim of our policies should be 
the relief of distress. But to do this 
by seeking out ever new and oppressive 
sources of taxation, by never-ending 
borrowing, may well be questioned. 

Clearly, the public authorities, labor, 
capital, and all citizens are squarely 
faced with finding the means of restor- 
ing the profitable operations of industry 
and trade. They cannot too quickly 
sink their differences and get together 
in bringing about this end. 


A DEMOCRACY OR A REPUBLIC 
|": month there was a more or less 


general observance of Constitu- 

tion Day, marking the 147th an- 
niversary of the signing of that docu- 
ment by the Convention assembled at 
Philadelphia. The event was of excep- 
tional significance at this time when 
there is widespread discussion as to 
whether or not the country is rather 
rapidly drifting away from the form 
of government which the Constitution 
ordains. In this connection it may be 
worth while to consider what that form 
was, whether the framers of the instru- 
ment intended to establish a democracy 
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or a republic. If one reads The Fed- 
eralist he can no longer be in doubt 
about the matter. For example, Madi- 
son said: 

“The first question that offers itself 
is whether the general form and aspect 
of the government be strictly repub- 
lican. . . . If the plan of the Convention, 
therefore, be found to depart from the 
republican character, its advocates must 
abandon it as no longer defensible.” 

There are many similar passages in 
this volume affording positive confirma- 
tion of the view, that the framers of 
the Constitution intended to establish 
a representative republic instead of a 
democracy. They—or at least those 
whose views are reflected in The Fed- 
eralist—distinguish clearly between the 
two forms of government, and argue 
convincingly in favor of the republican 
form. 

Hamilton, who certainly may be re’ 
garded as an authority said (Works, 
Vol. II, pp. 29 and 30): 

“I trust that the proposed Constitu- 
tion affords a genuine specimen of rep- 
resentative and republican government; 
and that it will answer, in an eminent 
degree, all the beneficial purposes of 
society.” 

But there are many others of a con- 
trary opinion. For example, President 
Roosevelt, in an address delivered at 
Yale University June 28, said: 

“After all, we are, whether we like 
it or not, living in a democracy. I like 
it. We are going to continue to live 
in a democracy.” 

Now, this mistake—if it be a mistake 
—is one the President made in common 
with many others who are considered 
high authorities on the Constitution. 
Bluntschli, a well-known writer, con- 
founds the two forms of government. 
He says (Encyclopedia of Political 
Science, Vol. I, p. 765): 

“In America has been produced the 
most powerful democracy in the form 
of a representative republic.” 

A provision in the Constitution re- 
quires the United States to guarantee 
to every state in the Union a republican 
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form of government, presumably in- 
tending that the essential character of 
the state governments should conform 
to that decided upon for the Union 
itself. 

President Grant, in one of his mes- 
sages to the Congress said: “This is a 
country where the will of the people 
is the law of the land.” And President 
Roosevelt, in the address already men- 
tioned, quoted Chief-Justice Marshall as 
saying, “We remain emphatically and 
truly a government of the people.” 

No one can well question that the 
real source of power, as President Grant 
and Chief-Justice Marshall said, ema- 
nates from the people. But the form 
in which this power is exercised con- 
stitutes the difference between a democ- 
rary and a republic. In the former 
the power is exercised by the people 
acting directly; in the latter by their 
chosen representatives. 

It is true that in those states having 
the initiative, the referendum and re- 
call a close approximation to the demo- 
cratic form takes place—the people 
virtually legislate. But there appears 
no warrant in the Constitution for this 
authority, that document vesting sole 
legislative authority in the two Houses 
of Congress. 

Perhaps the form of government pre- 
vailing in this country may have noth- 
ing to do with banking and may be 
of little practical concern to anybody. 
But it is at least a subject somewhat 
fascinating from the academic stand- 
point. It may be more than that. For 
if our people do not actually know 
under what form of government they 
are living, they might be interested in 
finding out, and in the process they 
might gain a lot of other valuable 
knowledge about government in general. 


TO CHECK THE MIGRATION OF 
CAPITAL 


FFORTS are to be made by 
George N. Peek, “special adviser 


on foreign trade,” to check the 
flow of American capital to other lands. 
Before taking any decided steps with 
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this end in: view, Mr. Peek has recom- 
mended that an inventory be taken of 
our present creditor status with the 
rest of the world, as “necessary for a 
complete understanding of our inter- 
national investments.” Accompanying 
Mr. Peek’s recommendation are a num- 
ber of tables containing statistics regard- 
ing our foreign investments and other 
information. From these tables it appears 
that at the end of the thirty-eight years 
(1896-1933) there was a net sum of 
our foreign investments of $25,202, 
000,000, the greatest increase ($23,- 
702,000,000) having taken place since 
1914. A large part of this increase 
($10,304,000,000) represented war loans 
made in the period 1915-22. 

Some attempts have been made to 
show that our foreign investments rep- 
resent a “flight of capital.” But this 
was certainly not the explanation for 
the large investments made prior to 
1929, nor does it apply to the war 
loans. Since 1929, and particularly 
since the devaluation of the dollar, the 
silver-purchase policy and continuation 
of an unbalanced budget, with much 
economic uncertainty, this explanation 
may account for large withdrawals of 
foreign funds—a flight of capital. 


THEY “WANT TO KNOW” 
[cists of the United States 


Chamber of Commerce would 

like a clear indication of the 
future course of the Administration 
with respect to certain matters. They 
have therefore asked the President to 
make a definite statement as to his 
policy and program respecting the fol- 
lowing subjects: 


1. When and how is it proposed to 
balance the Federal budget? 

2. Is it the intention of the Administra- 
tion further to reduce the value of the 
dollar? If so, then to what figure and 
what shall be the content of the dollar so 
reduced? 

3. Will the Administration at the earliest 
opportune moment collaborate with the 
other nations in an effort to agree upon a 


plan for the international stabilization of 
exchange? 


4. Will the efforts of the Administration 
be directed toward recovery by the encour: 
agement of business initiative, with a mini- 
mum of government inteference and con’ 
trol, and will it discontinue its activities in 
competition with private enterprise? 

5. What is the Administration’s purpose 
toward agriculture? 

6. Is it the policy of the Administration 
to continue the construction and develop. 
ment of public works not now needed? 


Desirable as it would undoubtedly 
be to have clear-cut answers to these 
questions, it is doubtful if the President 
will be either disposed or able to answer 
them. He might say, for instance, that 
is his intention to balance the budget 
at the earliest opportunity. But in the 
present state of the finances and of 
business, it would not be easy to fix 
an exact date when this is to be done. 

Some of the other questions are con’ 
troversial in their nature, and represent 
views contrary to those actuating some 
of the Administration’s policies. 

That the President does not more 
clearly define his intentions as to some 
of these matters may be attributed to 
his desire not to commit himself in ad- 
vance of knowing what conditions will 
be at a given time. He evidently wishes 
to remain free to act as circumstances 
may require. And while it would con- 
tribute to recovery could the President 
clearly define his purposes, the difficulty 
of doing so must be apparent where 
conditions are subject to great and 
sudden changes. 


ONE HUNDRED PER CENT. 
LIQUIDITY 


UNS on banks could be checked, 
R according to Professor Irving 
Fisher, if provision were made 
whereby the banks would always have 
a reserve of 100 per cent. of their 
“check-book money.” Such money being 
created or destroyed by granting or 
calling loans, the resulting strain on 
the banks could be avoided, in Profes- 
sors Fisher’s opinion, by a plan embrac- 
ing the following provisions. A cur- 
rency commission to be established by 
the Federal Government, whose func- 
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tion it would be to “turn into cash or 
bearer money sufficient of the govern 
ment bonds and other assets of every 
commercial bank to bring the cash re- 
serve of the bank up to 100 per cent. of 
its checking deposits; that is, let the 
Government buy some of the bonds, 
notes and other assets of the bank with 
actual bearer money, especially issued 
through the commission.” 

That the attempt quickly to convert 
the assets of a bank into cash, in the 
face of a banking panic, whether this 
is done by the sale of securities or by 
calling loans, proves ruinous both to the 
banks and the community, is a fact 
sufficiently established by recent banking 
history. Probably, the best antidote to 
this distrust of banks would be to 
make our banking system so strong that 
such runs would never take place. 
Under proper regulations there is no 
good reason why solvent banks, to meet 
temporary requirements, should not 
issue their own credit notes. At some 
distant future this fact may be realized. 


SIMPLIFYING BANK EXAMINA- 
TIONS 


BJECTIONS by national bank 
examiners to “slow loans” 


found in the portfolios of some 
banks have brought up the whole sub- 
ject of bank examinations. These are so 
numerous and made by so many author- 
ities that they have become a source of 
considerable embarrassment to the banks. 
In the case of national banks they are 
subject to examination both by the 
Comptroller of the Currency and the 
Federal Reserve Board. State banks are 
subject to examination by state exam- 
iners, and by the Federal Reserve Board 
if they are members of the Federal Re- 
serve. For both classes of banks there 
are inspections by committees represent- 
ing the board of directors. Many banks 
have their own auditors, while others 
are examined by independent auditors. 
Then there are the clearing-house ex- 
aminers and inspectors representing the 
Federal Reconstruction Corporation and 
the Federal Insurance Deposit Corpora- 
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tion. With scrutiny from all these 
sources, one would suppose that banking 
soundness would be assured, at least to 
the extent that such assurance can be 
afforded by examination of any kind. 

Possibly, a more carefully devised 
method of bank inspection, concentrated 
in fewer hands, with the expert and 
well-paid examiners, would lead to 
better results, and would save the banks 
from much of the annoyance and ex- 
pense which the numerous inspections 
entail. 

Prodding of the banks to lend more 
freely has been frequent in recent 
months, and the banks feel that if they 
are to respond to this incitement they 
should not be too severely criticized for 
their “slow loans,” for by lending more 
freely under present conditions the 
number of such loans is likely to grow. 

At a conference of examiners at the 
Treasury Department in Washington, 
September 10, F. M. Law, president of 
the American Bankers Association, thus 
referred to the classification of loans as 
“slow” as a deterrent on credit expan- 
sion: 

“While it may be true that no real 
harm comes to a bank from having a 
large total appear in the examiner's 
report, under the slow classification, the 
effect on the management and on the 
board of directors is bad. These men 
are human and they will be less inclined 
to make perfectly good loans which they 
consider entirely safe, if, in their minds, 
there is danger of these loans being 
classified as slow. Directors are apt to 
get ‘cold feet’ in their own business if 
they find that practically all so-called 
slow loans are criticized by the Govern- 
ment. In other words, the existing 
program of slow classification is a dis 
tinct deterrent and discouragement to 
the expansion of credit.” 


Mr. Law was explicit in pointing out 
that the banks were not advocating 
perfunctory or lax examinations, and 
that the banks must have thorough and 
conscientious examinations. “Examiners 
must realize,” he said, “that they can 
most easily chill, if not kill, the en 
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thusiasm of the banker in any construc- 
tive plans in which he may be engaged. 
Examiners should make careful appraise- 
ment of the management of banks, for 
management makes the bank.” 

As a result of the recent conference 
at Washington it is probable that in 
future examiners will be less critical of 
loans that are “slow” but which are 
actually well secured and collectible over 
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a reasonable period of time. In the 
future a plan will probably be devised 
and put into effect looking toward a 
reduction in the number of agencies 
now engaged in making examination of 
the banks. This seems a case where 
simplification of methods will perhaps 
assure greater efficiency. 

Certainly it would economize both 
time and money. 


TRYING TO PUT THE SHOE ON THE OTHER FOOT 


THE following paragraph appeared in a recent issue of the 
World’s Press News. The “W. P. N.” is a trade paper for those 
engaged in journalism, advertising and allied trades. One of its 
regular features is an article on current advertising problems. 
I invite criticism from our readers of the points raised by this 
paragraph; for myself I think the customer had a legitimate right 
to expect to be able to obtain accommodation from his bank in 
the circumstances set out. Do any readers differ?—and if so why? 

“IT heard a good one the other day which may or may not be 
true, but I felt it worth while passing on. 

“A certain London advertising agent running short of capital 
went to his bank to see if he could manage a fairly substantial 
overdraft. He took along with him big orders for space signed by 
two national advertisers, which in commission alone would show 
him a net profit of £3,000. He wanted to show the banker some 
tangible evidence of his ability to repay the loan. 

“The banker hedged and hummed and hawed (how’s that 
for alliteration?), and then made the surprising rejoinder, “The 
trouble with you, my friend, is that you apparently want to do 
business on other people’s money.” 

“The agent, slightly taken aback, could not deny the charge, 
for such it was. But this was his comeback at the banker: 

“ “When, may I ask, did you start running this bank on your 
own money?’ 

“T don’t know whether he got his loan, but he deserved to!” — 
F. J. Lewcock, in Branch Banking (London). 
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T HE MORRIS PLAN ? 


You, as a banker, should know 
that the Morris Plan is a type of 
banking adjusted to meet average 
requirements. It is a method of 
extending credit which may run 
as long as a year, at reasonable 
rates, for any constructive or use- 
ful purpose, based on the char- 
acter and earning power of the 


commercial bank, the savings 
bank, and the trust company, and 
is equally vital to a great many 
Americans— 10,000,000 of whom 
have borrowed from Morris Plan 
institutions. 

When aman comes to you for a 
loan that does not fit your method 
of operation, you can refer him 


to the local Morris Plan institu- 
tion with the knowledge that he 
will receive fair, considerate 
treatment from people who 
specialize in his type of problem. 


borrower. It gives him a plan for 
setting aside regularly out of 
income sufficient sums to pay his 
note when it falls due. 

It supplements the work of the 


MORR!IS PLAN BANKERS ASSOCIATION 


with which is affiliated the Industrial Bankers Association, Inc. 
15 East FAYETTE STREET + BALTIMORE, MARYLAND 


This series of advertisements is sponsored by 
Morris Plan institutions in the following cities: 


Axron, On10 
Avsany, New York 
Arpmore, OKLA. 
Asuevitte, N. C. 
ATLANTA, GEORGIA 
Ausurn, N. Y. 
Battimore, MARYLAND 
BartLesvitte, OKLA. 
Bincuamton, New York 
Boston, Mass. 
Briwcerort, Conn. 
Brockton, Mass. 
Burrato, New Yorx 
Bururncron, N. C. 
Cepar Rapins, Iowa 
CHATTANOOGA, TENN. 
Cuevsea, Mass. 
CLEVELAND, OnI0 
Datias, Texas 
Davenport, Lowa 
Darton, Onto 
Denver, Cotorapo 


Des Mornes, Iowa 
Dututn, MINNESOTA 
Enw, OKta. 

Favt River, Mass. 
Fort Myers, Fiorina 
Fort Wayne, INDIANA 
Fort Wortn, Texas 
Hartrorp, Conn. 
Hotyoxe, Mass. 
Kansas City, Missourt 
KNOXVILLE, TENNESSEE 
Lawrence, Mass. 
Lewiston, MAINE 
Loutsvitte, Kentucky 
Lowet, Mass. 
Maven, Mass. 
Mancuester, N. H. 
Miami, Fiorma 
MINNEAPOLIS, MINN. 
New Beprorp, Mass. 
New Haven, Conn. 
Newport, R. I. 


New York, N. Y. 
OakLaAnp, CALIFORNIA 
Oxvanoma City, OKLA. 
Or.anpo, FLorma 
Pawtucket, R. I. 
Puivapeceuia, Pa. 
PHoentx, ARIZONA 
Portianp, MAIne 
PortsMouTH, VIRGINIA 
Provivence, R. I. 
Rocuester, New York 
St. Paut, Minn. 

St. Josern, Missourt 
Satem, Mass. 

San Antonio, Texas 
San Francisco, Car. 
SavANNAH, GEORGIA 
Scuenectapy, New York 
SuHawnee, OKLA. 
Sprincrietp, Mass. 
Sprincrietp, On10 
Stockton, CALIFORNIA 


Syracuse, New York 
Tampa, Fiorma 
Terre Haute, INDIANA 
ToLepo, Oxn10 
Topeka, Kansas 
Tucson, ARIZONA 
Tuitsa, OKLAHOMA 
Utica, New York 
Wasuincrton, D. C. 
Wartersury, Conn. 
Warter.oo, Iowa 
Westerty, R. I. 
West Warwick, R. I. 
Wuee ine, W. Va. 
Wicnita, Kansas 
Witmincton, DELAWARE 
Wuonincron, N. C. 
Winston-Satem, N. C. 
Woonsocket, R. I. 
Worcester, Mass. 
York, PENNSYLVANIA 
Youncstown, On1o 
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The Redistribution of Wealth 


By DanieL B. LUTEN 


HE national wealth is the sum to- 
tal for the nation and its people 
of everything of value owned by 
them. Measured in dollars the national 
wealth of the United States in 1929 
amounted to approximately four hundred 
and fifty billions. Uniformly divided 
that would provide $3750 for each man, 
woman and child. The national wealth 
has since been declining up to 1933 at 
the rate of about seventy billion dollars 
a year. This decline would deduct about 
six hundred dollars a year from the av- 
erage of $3750. 

The decline in the wealth of the 
United States since 1929, occasioned in 
part by a falling price level, has worked 
some redistribution of wealth. Fixed 
expenses and indebtedness have forced 


many to sacrifice their belongings. Many 
who were formerly wealthy have be- 
come poor, while many who had no 
property have been benefited by lower 


living costs. In general the depression 
has reduced the holdings of the rich 
through lowered values and has added 
to the poverty of the poor by reduction 
of income. The middle class has suffered 
least when compared with the rich and 
the poor. 


WEALTH NOT CONCENTRATING 
FEW HANDS 


INTO 


A redistribution of wealth occasioned 
by depression is not such a redistribution 
as might materially modify the concen- 
tration of wealth. In spite of inheritance 
taxes, heavily graduated income taxes, 
and other deliberate attempts to modify 
the concentration of wealth, there has 
been relatively little change through 
prosperity and depression. Even the 
World War with its tremendous shifts 
in production and its alleged profiteering 
did not make any material increase in 
the proportion of the national wealth 
held by the very rich. It shifted wealth 


to new owners but it did not materially 
increase the concentrations. 

Quoting from Doane’s “Measurement 
of American Wealth,” published in 
1933, page 33: “The distribution of 
wealth among the total number of own- 
ers as distinct from the changing char- 
acter of wealth has displayed remark- 
able stability over a long period of 
years. Of course laws protecting the 
property owner and the transmission of 
property at death have had an im- 
portant influence over this fixed char- 
acter of distribution.” And on page 
34: “In all of the important contribu- 
tions to the problem of measuring the 
distribution of wealth among living 
persons, there has been uniform agree- 
ment, covering a period of almost a 
century, that relatively little change has 
occurred.” 

This is supported by King’s “Wealth 
and Income of the United States,” pub- 
lished in 1919, page 86: “While wealth 
distribution is extremely unequal, there 
is no marked progress toward greater 
concentration in the hands of the few.” 
It is also supported by the report of the 
Federal Trade Commission to the United 
States Senate, May 25, 1926, entitled, 
“The National Wealth and Income,” 
page 3: “Although the tabulations sug- 
gest wide variations in the wealth of in- 
dividuals and a rather high degree of 
concentration, a comparison of the es- 
tates probated in 1912 with those pro- 
bated in 1923 indicates that the con- 
centration was greater at the beginning 
of the period covered by the Commis- 
sion’s study than at the end.” This 
report covered the period of the World 
War with its extreme variations in 
prices. 

Of course wealth can be redistributed 
by legislation. As an illustration, the 
entire property of a deceased person 
might be taken by the Government and 
distributed to needy individuals or used 
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for expense of administration. It can 
be done, however, only to a limited ex- 
tent. Property left upon death is not 
often in the form of money or bank de- 
posits or even in negotiable securities. 
It is more often land, buildings, equip- 
ment, etc. Only a minor fraction of 
the wealth of the United States is im- 
mediately convertible into divisible prop- 
erty. 

If the Government were to take over 
the title to an estate upon the death of 
the owner, it must either sell it to some 
other purchaser or else operate it for 
the time being; it assuredly cannot di- 
vide the average estate in any way that 
could make it available in smaller lots 
for needy individuals. It might perhaps 
incorporate such property and assign the 
shares of stock to the new owners. But 
they would then in most cases try to 
convert the shares into money for liv- 
ing expenditures since the purpose of 
the division was to satisfy such needs. 
Hence such an assumption and division 
of wealth by the Government means a 
decrease in the total wealth of the na- 
tion. 

If it were feasible to divide all of 
the wealth of the United States uni- 
formly among all of its people, so that 
each would have $3750 it might be at- 
tractive to those who gained by the di- 
vision, but it would only mean that the 
owner of $3750 would have an income 
by reason of that wealth of only $100 
a year in excess of taxes. The alterna: 
tive is that the $3750 itself would be 
used for living expenses in which case 
it would ultimately disappear. Posses- 
sion of wealth is of no lasting advantage 
unless the wealth is used to produce 
more wealth. 


REDISTRIBUTION OF INCOME 


If any socially advantageous redistri- 
bution is to be made, it would seem that 
it must be redistribution of income rather 
than of wealth, unless indeed the re- 
distribution of wealth be made very 
gradually as might be accomplished by 
encouragement to save from increased 
incomes. It is apparent enough that 


when a large percentage of our popula- 
tion is unemployed and without any in- 
come at all or receiving a pittance from 
the Government in the form of relief, 
that some form of redistribution of in- 
come is desirable. 

It is income that is essential for com- 
fortable living. Wealth is helpful in 
providing an income and is useful as a 
reserve for a rainy day or for old age, 
but the use of wealth for living ex- 
penses under normal conditions is anti- 
social and tends to lower the plane of 
living of the community. He who lives 
within his income even though he owns 
little is already becoming rich, and he 
who lives beyond his income even though 
he owns much is becoming poor. 

Information relating to the distribu- 
tion of wealth and of income is not yet 
available for the United States for any 
year since 1929. The Statistics of In- 
come of the Internal Revenue Bureau 
are usually published about two years 
after the close of the year for which 
the income is returned. They show dis- 
tribution of incomes for $5000 a year 
upward, and estimate incomes of one, 
two and three thousand dollars a year. 
But many income classes below $5000 
make no returns. Such data are there- 
fore incomplete and may represent about 
one-third of the total income of the 
United States. 

The year 1929 was the very peak of 
our wealth and of our income and there 
are data available for that year which 
are here reproduced. The share of the 
four hundred and fifty billion dollars of 
national wealth that was owned by liv- 
ing persons in that year was $353,090,- 
804,000. The income was $89,585,- 
000,000. This wealth was owned and 
the income received by 48,181,816 in- 
dividuals approximating very closely 
two-fifths of the entire population of 
about 121,000,000. In the accompany- 
ing Table I the recipients of income 
have been classified according to range 
of income; and the holdings of wealth 
by each of these classes is shown. There 
is also an estimate of the savings that 
have been accruing annually from the 
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TABLE I 


DISTRIBUTION OF INCOME AND OF WEALTH IN THE UNITED STATES 
IN 1929* 


Annual Number 1929 1929 


Percentage 


income of National Wealth of of 


groups recipients income 


0 
18,466,000 

$ 1,000 
22,800,000 

2,000 


4,071,000 11,616,000,000 


3,000 


1,875,000 8,994,000,000 


5,000 


607,000 4,845,000,000 


10,000 


260,000 4,791,000,000 


25,000 


65,000 2,583,000,000 


50,000 


23,000 1,949,000,000 


100,000 


6,376 911,000,000 


150,000 


5,310 1,267,000,000 


300,000 


1,641 720,000,900 


500,000 


976 764,000,000 


1,000,000 


513 1,354,000,000 


48,181,816 


$16,806,000,000 


32,985,000,000 


$89,585,000,000 


individuals savings 


$13,174,676,000 
39,786,564,000 
49,277,756,000 
50,122,647,000 
50,038,287,000 
47,333,115,000 
32,533,382,000 
24,382,988,000 
15,557,671,000 
11,622,766,000 
6,126,892,000 
5 295,040,000 


7,880,09 1,000 





$353,090,804,000 


*From Doane’s “Measurement of American Wealth.” “Business Week,” August 31, 


1932. “Statistics of Income for 1930.” 


income of each group; this is an average 
for several years. 


WHY LARGE INCOMES ARE NEEDED 


The publication of income tax data 
in recent years has permitted exploita- 
tion of the fact disclosed in Table I, 
that there are individuals in the United 
States who receive incomes in excess of 
one million dollars a year, and that in 
1929 there were five hundred and thir- 
teen such individual incomes. This has 
been considered by many to be socially 
unjust on the theory that such incomes 
are not needed for living expenses by 
their recipients. But of course they are 
needed to supply funds for productive 
undertakings, for factories, farms, rail- 
roads, equipment, machinery and other 
capital goods. 

It is the larger incomes that provide 


the funds for such productive under- 
takings for the very reason that they 
cannot be used for living expenses. 
When such large incomes are received, 
a larger share will go to savings, because 
it is not expended for living, and it is 
from savings that factories, railroads, 
equipment and other productive wealth 
is derived. As indicated in Table I the 
million dollar income provides 76.4 per 
cent. or $764,000 from each million, for 
productive wealth, while the thousand 
dollar income provides only 2.6 per cent. 
of the thousand or $26. Although there 
are thirty-six thousand incomes below 
one thousand dollars for each of the five 
hundred and thirteen incomes above one 
million dollars, yet the total savings of 
the former at 2.6 per cent. are approxi- 
mately equal to the savings of the latter 
at 76.4 per cent. 
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TABLE II 
AVERAGE INCOME AND AVERAGE WEALTH FOR 1929 


Annual 

income 

groups 
0 


1929 
Average 
income 


$ 910 
1,000 


1,446 
2,000 

2,856 
3,000 


4,797 
5,000 


8,000 

10,000 
18,000 

25,000 
40,000 

50,000 
85,000 

100,000 
143,000 

150,000 
240,000 

300,000 
450,000 

500,000 
800,000 

1,000,000 
2,700,000 


$1,854.00 


The distribution of wealth and of in- 
come shown in Table I is averaged for 
each group in Table II. The ratio of 
average income to average wealth is also 
given as a percentage of the average 
wealth. 

Dividing the total of incomes for 1929 
given in Table I by the number of re- 
cipients gives an average income for 
that year of $1854 shown in Table II. 
Similarly the average wealth of these 
recipients was $7323. The average in- 
come of the five hundred and thirteen 
million dollar incomes was $2,700,000 
a year and the average wealth of this 
class was $15,000,000. Yet the total of 
all the million dollar incomes was only 
$1,354,000,000 or less than 2 per 
cent. of the total of all incomes. And 
if it were divided uniformly among all 
recipients it would add but $28 to each 
of the other incomes. Evidently there 
are too many of us with small incomes 
and too few of those with million dollar 


1929 
Average 
wealth 


Ratio of 
income 
to wealth 


Per cent. 
$ 713 128 


1,744 
12,107 
26,658 
83,000 

180,000 

500,000 
1,000,000 
2,300,000 
2,200,000 
3,750,000 
5,300,000 


15,000,000 


$7,323.00 


incomes to make such a redistribution 
worth while. 

It is to be noted in Table II, last 
column, that the wealth that yields the 
lowest income proportionally is in the 
intermediate range, that is for incomes 
from $5000 to $150,000. Between these 
two extremes the incomes vary from 6 
to 10 per cent. of the wealth with an 
average of 7 per cent. Above $150,000 
they vary from 12 to 17 per cent. with 
an average of 16 per cent. Low incomes 
are derived mainly from wages while 
high incomes are derived from owner- 
ship of wealth, and in between is a class 
which derives its income from wages 
and from wealth with the result that 
the wealth is inefficiently invested. 


USE OF WEALTH IN HELPING 


PRODUCTION 


The social reason for the ownership 
of wealth, either public or private, is 
that it helps to increase production. If 
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a lower total of wealth would result in 
a higher total income with better dis- 
tribution, there is probably no one, save 
perhaps the few possessors of great 
wealth, who would oppose a decrease. 
And if more total wealth would pro- 
duce more income and better distribu- 
tion that also should be encouraged. The 
problem is to analyze such changes for 
possible benefits. 

If we could distribute the $1,354,- 
000,000 income of the five hundred and 
thirteen super rich to other income 
groups, it would mean that each of the 
super rich would also be dispossessed of 
his $15,000,000 of wealth, see Table II, 
since that is the source of his $2,700,000 
of income. If this wealth be redistributed 
along with the income as seems neces- 
sary to insure the income, it would re- 
sult in a lower return and consequently 
a decrease in national income if dis- 
tributed anywhere above the $3000 to 
$5000 class; that class has an 18 per 
cent. return, shown in Table II, which 
corresponds to the 17 per cent. return 
for the million dollar class. All other 
intermediate classes have lower percent- 
ages of return. If distributed to this 
$3000 to $5000 class, it would add 
$720 to each $4797 of average income 
and $4200 to each $26,658 of average 
wealth of that class. 


But how could $7,880,091,000 owned 
by five hundred thirteen super rich be 
converted into 1,875,000 separate pieces 
of property worth $4200 apiece for 
transfer to them? To ask the question 
is to show the absurdity of any but a 
very long-time transition. If we trans- 
fer the million dollar incomes to the 
poorest class we would add $73 to each 
of the $910 average incomes, raising 
them to $983 each and would add $427 
to each average wealth of $713 increas- 
ing it to $1140. Evidently much more 
is required than merely the redistribu- 
tion of the million dollar incomes of 
the super rich, not to mention the diffi- 
culty of dividing $7,880,091,000 of 
wealth into 18,466,000 parcels of $427 
each. It seems apparent that redistribu- 
tion of incomes is not a simple matter 


even though some solution might be 
found for the redistribution of the 
wealth that produces the income. 


RESULTS OF DISTRIBUTING INCOME 


Let us suppose that the Government 
in some way takes over by taxation, con- 
fiscation, or otherwise, the $7,880,091,- 
000 of property belonging to those who 
have million dollar incomes. We must 
then assume that the Government will 
be able to so manage the property that 
it will continue to yield its income at 
the rate of seventeen per cent.—a 
dubious assumption. But granting it, 
the Government would then have the 
task of distributing the income to the 
poverty-stricken classes to the extent of 
a little more than a billion dollars a 
year, which is approximately what the 
Federal Government is doing at the 
present time. That, then, would not be 
impossible but it would mean that the 
entire income of $1,354,000,000 would 
be consumed for living expenses, whereas 
now 76.4 per cent. of it is applied to 
productive undertakings. 

If it is a desirable condition for the 
Government to pass out funds for relief 
as a permanent solution, then this would 
be one way of redistributing income. 
It does not, however, distribute wealth 
but concentrates it more than ever, since 
one owner, the Government, now takes 
the place of five hundred and thirteen. 
That one owner is a collective owner 
and may thus represent all of us, but 
the power that goes with ownership has 
now been transferred from five hundred 
and thirteen individual owners to one 
governmental influence. It may become 
devastating rather than wealth pro- 
ducing. 

Those who maintain that wealth is 
becoming more concentrated and that 
the distribution is now inequitable 
usually rely on the showing that may 
be made for a small number of wealth 
owners. From Table I it appears that 
those holders of wealth who have in- 
comes of more than five thousand dol- 
lars a year constitute but two per cent. 
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TABLE III 
REGROUPING ON Basis OF TEN BILLION DoLLaR INCOME 


Annual 
income 
group 

0 


Number 
Group of 
income recipients 


$10,000,000,000 13,600,000 


$ 900 


10,000,000,000 9,000,000 


1,300 


10,000,000,000 7,000,000 


1,600 


10,000,000,000 6,000,000 


1,800 


10,000,000,000 5,500,000 


2,000 


10,000,000,000 4,000,000 


2,900 


10,000,000,000 2,000,000 


5,000 
10,000,000,000 1,000,000 
25,000 


10,000,000,000 100,000 


Group 
wealth 


Average 
income 


Average 
wealth 


$ 8,000,000,000 $ 740 


$ 590 


10,000,000,000 1,110 1,110 


11,000,000,000 1,430 Pe iy 


12,000,000,000 1,670 2,000 


13,000,000,000 1,800 2,140 


45,000,000,000 2,500 11,250 


54,000,000,000 5,000 27,000 


100,000,000,000 10,000 100,000 


100,000,000,000 100,000 1,000,000 





$90,000,000,000 48,200,000 


of all who receive incomes and this two 
per cent. receives twenty-two per cent. 
of the total of incomes and holds fifty- 
seven per cent. of the total wealth. The 
mere statement of this concentration 
arouses covetousness. Those above two 
thousand dollar incomes constitute 15 
per cent. of those who receive incomes, 
and receive forty-five per cent. of the 
incomes and hold eighty-six per cent. 
of the wealth. 

It is by publication of such dis- 
parities that popular opinion has been 
taught to believe that there must be a 
redistribution of wealth. But the fact 
that these relations have always existed 
and that legislation has failed to make 
any material impression on them in spite 
of vigorous agitation in favor of re- 
distribution seems to indicate that the 
problem is not readily solvable. It is 
known of course that certain measures 
for inflation of prices might make en- 
tirely different concentrations, but after 
inflation it will be found that physical 
properties have persisted and that those 
shrewd enough to appreciate this fact 
will be the new possessors of the wealth 
while the lesser informed and those with 
small means will be worse off than 


$353,000,000,000 


$1,867 $7,324 


ever. And another two per cent. will 
probably be holding another fifty-seven 
per cent. of the wealth. 

Unquestionably taxes on inheritances 
may slowly redistribute wealth. But it 
is doubtful if they can be relied upon 
to do so more effectively than inheritance 
itself. Two children will make a fifty- 
fifty separation of an inherited estate. 
It is remarkably effective compared with 
primogeniture in England. Graduated 
income taxes do not reduce wealth but 
may prevent further concentrations. 
Both of these kinds of taxes are tre- 
mendously variable in their nature pro- 
viding too much in prosperity and too 
little for government operation in de- 
pression. The result is government 
over-spending and then borrowing, both 
of which tend to raise prices and thus 
to defeat the very end sought, that is 
of benefiting the low income classes. 

A rearrangement of the income and 
wealth classes in groups of equal income 
is presented in Table III. The national 
income of approximately ninety billion 
dollars is here arranged in nine groups 
of ten billion dollars each. The number 
of recipients and the wealth of each 
group have been approximated by inter- 
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TABLE IV 
TRANSFER FROM Two HiGHEst Groups to Lowest Groups 


Number 
Group of 
income recipients 


Annual 
income 
group 
0 

$20,000,000,000 
14,000,000,000 
10,000,000,000 


13,700,000 
9,400,000 
7,000,000 


10,000,000,000 6,000,000 


10,000,000,000 5,500,000 
10,000,000,000 4,000,000 
10,000,000,000 2,000,000 


6,000,000,000 600,000 


Group 
wealth 


Average 


income 


Average 
wealth 


$108,000,000,000 
50,000,000,000 
11,000,000,000 


$ 1,475 
1,489 
1,430 


$ 7,900 
5,320 
1,555 


12,000,000,000 1,670 2,000 


13,000,000,000 1,800 2,140 


45,000,000,000 2,500 11,250 


54,000,000,000 5,000 27,000 


60,000,000,000 10,000 100,000 





$90,000,000,000 48,200,000 


polation. The average income and 
wealth for each group is also shown. 
The classification of the first column is 
approximated. Table III is a regroup- 
ing of the factual data of Tables I and 
II in an attempt to determine what 
might be done to improve the lower in- 
comes. 

These nine groups of ten billion dol- 
lars a year for each group vary in the 
number of recipients from 13,600,000 
for the lowest individual income to 100,- 
000 for the highest. The wealth of the 
first group is eight billion dollars and 
for the last group one hundred billion 
dollars. The range of average incomes 
is from $740 to $100,000 a year, and of 
average wealth from $590 to $1,000,000. 
It was necessary to collect into one group 
all of the incomes above $25,000 a year 
to make the required ten billion dollars 
of income for the highest income class. 

If we now undertake to redistribute 
this highest income of ten billion dollars 
we might transfer it to the lowest aver- 
age income group. It would increase 
their number by 100,000 to 13,700,000 
and would double their ten billion of 
income to twenty billion a year, making 
the new average $1475 of income each 
year. But this elevates the lowest aver- 
age income class to a position higher 
than the next class, which averages 


$353,000,000,000 


$1,867 $7,324 


$1110. So we transfer from the $5000 
to $25,000 class enough of its ten billion 
dollars to bring the above $1110 up to 
the average of $1475 of the first class 
And this is accomplished approximately 
by a transfer of $4,000,000,000. 

Proportional shares of the number of 
recipients and of the wealth are trans- 
ferred with the four billion dollars of 
income, and the result is shown in 
Table IV. 

We have now raised the two lowest 
groups to a reasonable income of $1475 
average for one and $1489 for the 
other. The third income group was sub- 
stantially in this class at an average in- 
come of $1430 a year. But to maintain 
these incomes it is necessary that the 
wealth which was producing the incomes, 
and which has been transferred with the 
incomes, shall continue to produce at 
the rate it formerly did. This require- 
ment is untenable. There is no possi- 
bility that those who have been ac- 
customed to incomes of less than $1500 
a year and wealth of less than $1200 
will invest an average of $5000 to 
$8000 apiece to yield upwards of 9 per 
cent. a year for 23,100,000 individual 
investments. 

The new owners are much more likely 
to increase their expenditures beyond 
their incomes; they will convert the 
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TABLE V 
REGROUPING BY CONSOLIDATION OF SEVEN Lowest INCOME. GROUPS 


Annual 
income 
group 

0 


Number 
Group of 


income recipients 


$70,000,000,000 47,100,000 
$5,000 

10,000,000,000 1,000,000 
25,000 


10,000,000,000 100,000 


Group 
wealth 


Average 
income 


Average 
wealth 


$153,000,000,000 $ 1,490 $ 3,230 


100,000,000,000 10,000 100,000 


100,000.000,000 100,000 1,000,000 





$90,000,000,000 48,200,000 


wealth into a home to reduce rental 
charges or will spend it for a car in 
order better to seek employment. Meri- 
torious as these undertakings may be, 
they are not likely to compensate for the 
loss of income from the wealth not in- 
vested, not to mention maintenance and 
depreciation of the new property. So 
this rearrangement will result in a quick 
decline in total wealth and an increase 
in purchase of consumer goods, possibly 
durable but nevertheless nonproductive. 
As the wealth shrinks the income will 
shrink and the above redistribution 
therefore may be of temporary relief to 
the poor but in the end will likely work 
havoc with all incomes and increase the 
number of the poor. 

Suppose instead we try redistribution 
of some of the lower income groups. 
Combining all incomes up to $5000 a 
year would result in the grouping shown 
in Table V. 

In this new arrangement, the lower 
middle class which has been receiving 
an average income of $1600 to $5000 
dollars a year is now consolidated with 
those receiving less than $1600 a year. 
The average income of this new group 
is now $1490 a year and the average 
wealth is $3230 for each of the 47,- 
100,000 individuals. Above this group 
there remain the two groups of $5000 
to $25,000 a year, and above $25,000, 
each holding one hundred billion dollars 
of property and with incomes averaging 
$10,000 and $100,000 a year for each 
group. This conserves more than half 
of the more productive wealth. 

It is not at all probable that this new 


$1,867 


$353,000,000,000 


distribution of wealth will continue to 
earn the incomes that it did before, but 
it seems reasonable to believe that it 
will come nearer doing so than the dis- 
tribution shown in Table IV where 
these two richer groups were dispossessed. 
If any redistribution will work a benefit, 
therefore, it would seem that it would 
better be of lower middle class incomes. 
Even then it can be accomplished only 
by a very gradual process. Some higher 
class incomes seem to be essential to 
growing wealth and income and con- 
sequent advanced plane of living. 

There is also this advantage for re- 
distribution of the class of incomes as 
indicated in Table V; unquestionably ° 
the great majority of those who advocate 
redistribution belong to this lower middle 
class having incomes between $1600 
and $5000 a year. It might be a solu- 
tion for each of those who advocate such 
redistribution of wealth, or income, 
voluntarily to distribute the excess of 
his own income and wealth to less for- 
tunate individuals. This would provide 
for gradual transfer and would give 
opportunity for determining whether or 
not such redistribution would prove a 
success, before the dissipation of assets 
had progressed too far. 

To summarize, then, those who in 
1929 were receiving more than $1600 a 
year, and who believed that wealth or 
income should be redistributed, ought to 
have donated the excess over $1600 in- 
come to others of less income without 
bringing the latter above $1500 a year. 
Wealth to support such donated income 
might have been transferred up to 
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$3230. There is, however, no perma- 
nent gain in the redistribution of wealth 
itself, save as it might insure the above 
redistributed income. 


NOT REDISTRIBUTION BUT EMPLOYMENT 
THE REMEDY FOR POVERTY 


Fortunately, there are few who will 
agree with this solution. The remedy 
for poverty incomes is not redistribution 
of income nor of wealth, but employ- 
ment. Employment is to.be had through 
improved business. Business will not be 


“ America 


CoMMUNISM is getting no foothold in the 
schools of California, if the ideas submitted 
by the leaders of tomorrow in Bank of 
America’s essay contest on ““America in 1964” 
are typical of the thoughts of the younger 
generation. 

Although the judges have not yet entirely 
completed their review of the thousands of 
essays submitted, preliminary readings prove 
conclusively that all contestants who wrote 
on the government of the future regard com- 
munism as a curse. 

It is evident from the thoughts expressed 
in the essays that the last five years have 
developed in California’s youth, of eighteen 
years and under, an intense interest in gov- 
ernment which was unknown in_ the 
Coolidge era. 

The generally expressed belief is that the 
next thirty years will do away with many 
social evils, but those who favor social re- 
form are outspoken against anything smack- 
ing of communism or of revolution. It is 
interesting to observe that all of the young 
writers on government foretell the continua- 
tion of democracy. 


improved by increase of wages or of 
salaries, since that merely transfers pur- 
chasing power from the employer to the 
employe. If such additional expendi- 
tures did actually increase some kinds 
of business, and thus provide the where- 
withal to pay the increased expendi- 
tures, there would still be loss because 
additional workers would be required to 
care for the increased business. Unless 
costs are kept below sale prices, business 
will languish and unemployment will 
continue to flourish. 


in 1964” 


General social problems and transportation 
were the favorite topics of the young essay- 
ists, but the range of subjects covered every 
phase of human activity from atomic dis- 
integration to bee-keeping. 

The younger generation is practically 100 
per cent. optimistic about the future, for in 
several thousand essays only one was gloomy 
about the future prospects of America. 

Unemployment insurance, old age pensions 
and a fraternity of interest between labor and 
capital were frequently advocated by the 
young essayists for the future welfare of the 
country. War was generally condemned on 
the grounds of stupidity. The belief that 
devastating weapons will end war through 
fear of the extinction of mankind was fre- 
quently expressed. 

Writers on the subject of transportation 
were imbued with the desire for greater speed 
and dealt at length with the possibility of 
stratosphere vehicles. Chemistry and medi- 
cine were popular subjects, with most writers 
predicting specific cures for all maladies 
within the next three decades. 
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The Banker Must Know 


Loans Should Be Based Upon Facts and Figures Which Reveal 
the Borrower’s Actual Ability to Repay at Maturity 


By Rosert F. SALE 
Of Webster, Atz & Company, Accountants 


business administration and credit 

control has emphasized in the 
mind of the writer a growing amazement 
at the fragmentary and frequently mis- 
leading nature of the information upon 
which much commercial credit must or- 
dinarily be extended by the banker, and 
a profound conviction that both bor- 
rower and lender would obtain material 
benefit in many ways through the prep- 
aration and submission of more perti- 
nent, complete and informative data in 
a form easily susceptible to analysis. 

A recent persual of a voluminous and 
cumbersome budget sincerely designed to 
furnish detailed information to a banker 
to justify extension of a loan by estab- 
lishing the probability of ability to repay 
the desired line of credit at the agreed 
upon due dates, focused the thought of 
the writer upon determination of those 
facts that would actually be of assist- 
ance to the banker, equipping him with 
a ready means by which he might, with- 
out excessive labor, arrive at an intelli- 
gent, constructive decision as to the 
desirability of the loan to his institution. 
These thoughts crystallized into formu- 
lation of a concrete and compact series 
of tabulations embodying the resulting 
conclusions in a form simple and useful 
to him. 


A VARIED experience in accounting, 


FACTS ALONE NOT SUFFICIENT 

It must be apparent that facts alone, 
unless they are carefully organized to 
supply answers to the questions that may 
and do arise in the mind of the acute 
banker, may be not only insufficient and 
ineffective but actually and definitely 
misleading. Not only the present status 


of the prospective borrower must be 
comprehensively known but also the 
trend of the various factors contributing 
to the success or failure of the enterprise 
and the relationship existing between 
the cost to produce and distribute his 
product and the sum of money he can 
expect to realize from distribution to 
guarantee a proper return on the loaned 
funds and an increasing margin of 
safety for them. 


ESSENTIAL INFORMATION 


As a trustee, in essence, for his de- 
positors and his stockholders, the com- 
petent banker must, after all, never lose 
sight of two primary objectives; he must 
always ensure the utmost security hu- 
manly attainable for the loaned funds 
of his institution and a reasonable cer- 
tainty of prompt and full repayment of 
those funds when the day of settlement 
rolls around. He can only attain these 
two primary objectives adequately by 
arranging to be thoroughly acquainted 
at all times with both the past and the 
present status of those primary balance 
sheet relationships that reflect the present 
condition of financial health of the pro- 
spective borrower and the volume, di- 
rection and velocity of trend of those 
relationships. Armed with this vital in- 
formation he will be enabled to diagnose 
the probable future financial health of 
the prospective borrower with a high 
degree of assurance that his diagnosis 
will be accurate. He must keep himself 
fully advised, moreover, as to the specific 
basic facts, potential of profits and losses, 
which can serve him as sensitive criteria 
of the past, the present and the probable 
future commercial health; or, in other 
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words, the profit-producing capacity of 
the enterprise. He must, naturally, be 
completely conversant, also, with the 
past and the probable future results of 
the operations of the enterprise as a 
continuing concern. Finally, he must 
know what cash resources will be avail- 
able to the prospective borrower at speci- 
fied intervals during the term the loan 
is in existence to satisfy the demands of 
creditors of the enterprise and, more 
particularly, those of the banker-creditor 
himself. The use of these probably 
available cash resources should be plotted 
well in advance and with accuracy so 
that both borrower and banker will be 
enabled to shape their action to the com- 
mon end of service during the term of 
the loan and prompt repayment in full 
upon the due date. 

The usual comparison of annual bal- 
ance sheets can obviously be of only 
limited utility to the banker as a guide 
to considered action, in as much as the 
relationships disclosed by such compari- 
sons, being essentially reflections of the 
status at one moment only of each 
business year, cannot depict the needs 
of the business or its strength or weak- 
ness during the interim between the 
balance sheet dates. The use of such 
annual comparisons, in the absence of 
additional information, is admirably 
adapted to both intentional and un- 
intentional concealment of stresses and 
strains that may and sometimes do spell 
the loss of all or a portion of the loan, 
and it is equally well adapted to ob- 
scure important facts that might func- 
tion to make repayment of the loan 
more certain. To be of genuine value 
to both banker and prospective bor- 
rower the basis upon which the com- 
parative figures have been prepared and 
organized must be consistent and uni- 
form. It is apparent, furthermore, that 
the utmost advantage cannot be realized 
by the banker from a comparison of 
these vital and informative figures until 
a relatively simple and easily accessible 
means has been provided to permit 
measurement of the velocity, scope and 
direction of the revealed trend of the 


condition of the prospective borrower. 

It would be wise therefore for the 
banker to require the submission of a 
compact comparative compilation in 
which would be reflected, in a form 
that could be grasped at sight, the 
status of the major classifications of the 
balance sheet items as at the close of 
each elapsed quarter-year for a series 
of such quarterly periods extending 
over a term of at least three and pref- 
erably five years. This condensed 
quarterly comparison might be sup- 
ported by a concomitant certification 
by a public accountant to the effect 
that a particular and specifically de- 
scribed mode of preparation and basis 
of valuation had been consistently fol- 
lowed throughout. The comparison of * 
balance sheet classifications would then 
be ideally adapted to reflect not only 
the current relationships of those facts 
but also the direction, velocity and 
scope of trend of each relationship. 
Close scrutiny of the relationship be- 
tween current assets and current lia- 
bilities would disclose the degree to 
which the condition of the enterprise 
was tending, toward liquidity or the 
reverse. Observation of the relationship 
of the total liabilities to the proprietor- 
ship would disclose the extent to which 
the equity of the owners was gaining 
or losing ground to the equity of 
creditors. The relationship of the cur 
rent assets to the fixed assets might 
reveal either a top-heavy investment of 
capital in fixed assets or the reverse. 
Reference to the relationship of the 
fixed assets to the proprietorship will 
indicate to what extent those assets 
have been financed out of invested capi 
tal. The velocity of turnover of re- 
ceivables will supply a gauge of the 
efficiency of the credit and collection 
policy of the enterprise, and the velocity 
of turnover of the merchandise inven- 
tory that of the sales department and 
the commercial management. The re- 
lationship of ‘the total capital invested 
to the sales will measure the efficiency 
of utilization of that total capital, and 
that of the fixed assets will be reflected 
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by the relationship of that group of 
assets to the sales. Many enlightening 
influences and tendencies will auto- 
matically come to light to help the 
careful banker to decide upon exten- 
sion or non-extension of the loan he is 
contemplating making. 

However, in addition to being fully 
aware of the present condition of his 
prospective borrower and completely 
conversant with the trend of that con- 
dition, it would be well for the banker 
to investigate the scope, volume, nature 
and trend of distribution of the prod- 
ucts of the enterprise, both as to the 
quantity of units of products distributed 
in the elapsed quarterly periods of op- 
eration and the monetary sums obtained 
for such distributed quantities of units. 
The organized comparative statement 
that would succinctly summarize this 
valuable information should, moreover, 
be coupled with comparable and corol- 
lary data to depict the cost to produce 
and distribute those quantities of units 
and the margin of profit obtained. To 
obtain a maximum of usefulness these 
two complementary comparisons might 
be further projected forward to reveal 
the volume of sales that might be 
reasonably anticipated during the period 
in which the prospective loan would 
be in effect and the probable cost to 
produce and distribute that reasonable 
volume of sales. 


COMPARISON OF PROFIT AND LOSS 
STATEMENTS 


A compact comparison of quarterly 
profit and loss statements prepared upon 
a uniform and specified basis for an 
elapsed series of periods will reveal not 
only the results of actual operation but 
also the velocity, scope and direction of 
trend of each factor entering into the 
profit or loss, and will compel segrega- 
tion of non-recurring items because of 
the danger of repercussions in future 
periods if they are not specifically ear- 
marked. Projection of the revealed trend 
forward into the periods when the pro- 
spective loan would be in effect will be 
highly informative and useful. 
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It is essential that the banker be 
thoroughly familiar with the cash re- 
sources that may reasonably be expected 
to be available at specified intervals of 
the period in which the loan would be 
in effect and that the borrower have 
available for reference and control a 
schedule of expenditures beyond which 
he may not safely venture to obligate 
himself without rendering prompt re- 
payment of his loans impossible. It 
would therefore be advisable to require 
submission of a schedule to reflect the 
cash resources that will probably be 
available at such interim periods and 
the obligations it is intended to incur 
for materials, labor, expense and loans 
to absorb such cash resources at those 
specified intervals. It might be well 
for the banker to require interim re- 
ports of the actual cash condition and 
of obligations incurred, to verify ad- 
herence to that estimated utilization of 
the available sums by the borrower. 
The schedule will serve, on the other 
hand, as a budget for the guidance of 
the borrower in his operations. 

With the organized information that 
has been described before him for ready 
reference the banker can satisfy him- 
self at a glance as to the desirability 
and safety or otherwise of the prospec- 
tive loan and will be able to func- 
tion at maximum efficiency. If the facts 
adduced should justify extending a loan 
of the desired amount, he can act with 
a feeling of security. If they should 
justify the extension of a loan of a 
lesser sum, he can be guided accord- 
ingly. An undesirable risk can be 
eliminated without the lurking fear that 
a profitable and safe connection may 
have been lost. 

Meanwhile, his experienced scrutiny 
of the figures submitted may conceiv- 
ably enable him to be of genuine addi- 
tional service to his depositor through 
the medium of the constructive advice 
that an unprejudiced and analytical- 
minded outsider can often offer for the 
correction of revealed but overlooked 
weaknesses, thereby building solid good 
will for the bank in the mind of a 
healthy and vocal friend. Many re- 
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forms, in fact, will occur to the pro- 
spective borrower himself and to his 
alert accountant during the course of 
preparation of the various informative 
comparisons. 


BORROWER BENEFITED BY COMPLETE 
INFORMATION 


There are very few legitimate seekers 
of commercial bank credit who should 
object to supplying the revelatory com- 
parisons to which allusion has been 
made. Rather is it a matter of com- 
mon sense for the banker to require 
and for the prospective borrower to 
supply them. 

Indeed, the borrower would prob- 
ably welcome the substitution of close 
co-operation with the banker for the 
swift growth of unfounded suspicion, 





based upon intangible whisperings, that 
may and has often abruptly terminated 
that mutually profitable relationship in 
the absence of a knowledge of those 
facts that would have proven it base- 
less. The enforcement of adequate 
methods of accounting within the or- 
ganization of the prospective borrower 
that would arise from the need to 
produce such comparative statements 
when he desires banking assistance in 
his peak periods of operation will 
further reinforce the safety of the loan 
by assisting the borrower to eradicate 
leakages of which he had not previously 
been aware. The banker can, if he 
will, obtain the facts. Co-operation be- 
tween bankers could ensure that none 
would object. The banker must know. 
It is up to him to demand the facts 
and be sure. 





CHEERFUL ASPECTS OF “THE NEXT WAR” 


Nowapays, everybody who is a worker in peace time is a virtual 
combatant in war time. And since industrialism has produced its 
technical chef d’ceuvre in the invention of flying, the total popula- 
tion of each belligerent country is now not only virtually com- 
batant but is also practically exposed to become a target—and a 
not illegitimate target—for the enemy’s attack. For we are told 
that the advent of aerial warfare will henceforward replace the 
old-fashioned “war of fronts” by a new-fangled “war of areas.” 
Instead of a few representatives of each belligerent country killing 
one another along a linear front, the total working energy of the 
whole population of each belligerent country will be thrown into 
the work of destroying the total population of the enemy country 
from the air. The target will no longer be a limited army on a 
restricted battlefield; the battlefield will be the entire combined 
territory of both belligerent countries, and the target will be their 
total combined populations and material wealth—Arnold Toynbee, 
in Index, Svenska Handelsbanken, Stockholm. 





A Defense of Capitalism 


This is the second of three installments of this vigorous defense of the institution of 
capitalism. | 
Financiere de Transports et d’Enterprises Industrielles (Sofina), Brussels. 
ment appeared in the September number.—-Editor. 


[II THE ILLS FROM WHICH CAP- 
ITALISM IS SUFFERING 


REDUCTION OF THE AGGREGATE MASS OF 
CAPITAL, DUE TO THE ACTION OF 
PUBLIC AUTHORITIES 


ANKIND is today in danger of 
M becoming impoverished. Wealth 
is crumbling and capital is 
dwindling. A mutual relation of cause 
and effect exists between these two 
phenomena; less capital is offered be- 
cause less wealth is being created and 
saved; more would be created and saved 
if it could be used profitably in the serv- 
ice of others. 

The impoverishment of a nation is not 
immediately noticeable. When much 
wealth is destroyed, the price of those 
possessions that subsist tends to rise; 
when goods become unsalable there ap- 
pears to be a superabundance of them, 
and so long as credit makes up the de- 
ficiency in the resources of the producers 
the latter can continue to produce, ac- 
cumulating stocks in the process. But 
wealth fades away to the extent to which 
it is consumed, utilized or alienated, 
without having produced its equivalent; 
products for which no consumer can be 
found, means of production or con- 
sumable goods that remain unemployed, 
cease to count as value; and if a loan ex- 
ceeds the value of the assets it has served 
to create it involves a loss. It is the non- 
renewal of wealth or the fact that it is 
rendered unusable that brings about im- 
poverishment. 

Nothing but production, savings and 
enterprise can offset the destructive 
agents to which wealth is exposed. The 
chief destructive agent next to regular 
consumption and wear is the misapplica- 
tion of wealth; moreover, when frequent 
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and grave mistakes are committed in the 
use of available wealth, thrift and initia- 
tive are discouraged. Mankind becomes 
impoverished as a result chiefly of un- 
successful venture. 

There have always been reckless or 
dishonest borrowers and undertakings in 
which materials and labor—or rather the 
products consumed by the workers— 
have been squandered. However care- 
fully it may be devised, a venture is 
always an adventure. But it would seem 
that the world has never seen so many 
claims come to grief or so much equip- 
ment become valueless as during the 
present depression. 

This singular improvidence has other 
causes than the feverish excitement of 
the war period and the exaltation that 
followed. 

The worst disappointments inflicted 
on creditors have been brought upon 
them by the very people whom they had 
the right to look upon as the defenders 
of credit. Defaulting states, provinces 
and municipalities; private debtors whom 
the law has released from their obliga- 
tions; moratoria and compulsory con- 
versions; currency devaluations and ex- 
change restrictions; misappropriation of 
resources pledged to the guarantee of 
loans, and taxation of interest that was 
to have been free from taxes; rates 
arbitrarily imposed on _ concession- 
holders: by such and similar acts of 
governments and law-makers innumer- 
able claims have become worthless or 
depreciated. 

No doubt these breaches of contract 
were often unavoidable; in some cases 
they were rendered lawful for reasons 
of equity. But it is none the less cer- 
tain that they have caused untold de- 
struction of wealth, because the number 
of money claims had never been so great 
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and their aggregate value had never at- 
tained so high a figure. 

The total of such claims has com- 
prised an increasing proportion of gov- 
ernment debts. While in some cases the 
national debt was carried up to huge 
figures as a result of expenditure for 
war, restoration and reparations, the ex- 
tension of government activities has 
materially contributed to its expansion 
in almost every country. 

DIVERSION OF CAPITAL TO PUBLIC 
TREASURIES 


Public authorities multiplied their bor- 
rowings in accordance with the wider 
duties they assumed: loans, direct or 
guaranteed, for works or for undertak- 
ings of public utility; loans to cover 
budget deficits resulting from additional 
staff, subsidies and free grants; forced 
loans in the shape of contributions col- 
‘ected for the purpose of supplying in- 
surance funds; loans of a banking char- 
acter in the shape of deposits at savings 
banks or post-office clearing institutions; 
issues of fiduciary money with a promise 
of redemption, and advances exacted 
from the central banks. 

Now what else are all these loans but 
forms of “managed savings”? A socialist 
régime would scarcely know any other 
kind of saving. As trustees of future 
generations, and appointed guardians of 
the community's permanent estate, public 
authorities have a greater interest in the 
renewal and expansion of wealth than 
have the individual members of the com- 
munity. But have they accomplished 
their object better than their creditors 
would have done if the latter had not 
been invited or compelled to grant them 
these loans? 

The means they have borrowed are 
partly used for education or public 
health services, to guard the nation’s 
possessions by national defense, to make 
up for individual improvidence by means 
of compulsory insurance, to prevent, by 
“social benefits,” the loss of physical and 
moral forces. Another part of the bor- 
rowed funds is used by the authorities 


to acquire, on behalf of their willing or 
constrained lenders, equipment that is 
meant to be directly productive. 

Have the works and undertakings of 
public utility set up by the authorities 
made the community wealthier? Or in 
other words are they worth more than 
the materials used and the goods con- 
sumed in carrying them cut? It is a 
question of yield. But even if the in- 
direct advantages they can procure are 
taken into account, who would dare pro- 
fess that the authorities have given an 
example of economy and forethought? 
Miscalculated estimates, expenditure of 
questionable usefulness, badly planned 
undertakings—are there many author- 
ities whose shortcomings are not as great 
or even greater than those laid at the 
door of capitalist industry? 

Here is a recent and typical example 
in this respect. In a small country of 
the New World where water-power is 
abundant, the authorities, whose inclina- 
tions are on the socialist side, borrowed 
widely in order to build dams and power- 
stations. They reckoned that factories 
would spring up in great numbers at 
the foot of these dams, that the popu- 
lation would grow in the districts served 
by the power-stations, and that the rise 
in land values in these districts would 
alone suffice to cover the service of the 
loans. What happened? The offer of 
energy by far exceeds the demand; the 
plant is idle, the population is withdraw- 
ing from these regions, and the land 
fast depreciating owing to the taxes that 
have to be levied in order to meet the 
charges with which this unproductive 
equipment has burdened the budgets. 

Had it remained at the disposal of 
private initiative the greater part at least 
of the borrowed funds would have been 
utilized with more or less success for 
the creation of assets for productive or 
otherwise useful purposes. If those who 
supplied the funds had been in a posi: 
tion to create cumulative opportunities 
of employment by investing it or spend: 
ing it themselves there would have been 
less unemployment. 

Of course capital has only too often 
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been badly invested by private initiative. 
It is frequently alleged that these mis- 
takes have multiplied in the course of 
the last few years owing to causes pe- 
culiar to the capitalist régime and, in 
particular, to industrial concentration, 
viz., a blind and immoderate search for 
gain and a spirit of enterprise fringing 
on megalomania and disregarding pro- 
spective yield. These two factors have 
without doubt led to loss of wealth; but 
are they inherent in capitalism? 

The argument put forward by those 
who wish to prove that capitalism is re- 
sponsible for waste in industry, and es’ 
pecially in the very big industrial con- 
cerns, runs as follows: In days gone by 
the entrepreneur sought to fructify his 
own wealth or that of relatives or of 
a few friends; today undertakings are 
managed by men who dispose of capi- 
tal belonging to anonymous parties and 
who are consequently less inclined to be 
cautious; as specialists, they manufac- 
ture for the mere satisfaction of manu- 
facturing, without any concern as to the 


possible yield; and in their thirst for 
power they enlarge the undertaking re- 


gardless of expense. At the same time, 
the argument goes on, unrestricted com- 
petition encourages the spirit of inven- 
tion; technical improvements are con- 
tinually depreciating plant in which 
painfully acquired savings are invested 
And the conclusion is drawn that a 
“truce of inventors” should be pro- 
claimed and that capitalism is incapable 
of adjusting production to consumption. 

As a matter of fact, in the case of 
industrial wealth the risk of loss does 
increase with technical progress; yet it 
is an exaggeration to speak of “unbridled 
mechanization”; even in the most highly 
industrialized countries mechanical 
equipment still represents but a fairly 
small proportion of the aggregate wealth. 
But whatever the case may be, have 
manufacturers been mistaken more often 
than farmers regarding the demand for 
their products? And would public au- 
thorities have shown greater wisdom 


had they controlled industrial produc- 
tion? 
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The managers of the great limited 
companies are accused, by the very per- 
sons who consider the quest for profits 
as the primary defect of capitalism, of 
having no regard to the yield of the un- 
dertakings entrusted to their care. As- 
suming that professional pride did not 
suffice, the fear of losing their appoint- 
ment, and above all their authority, 
rules out this alleged indifference; more- 
over, their chances of obtaining fresh 
capital for developing their undertaking 
depend on the results they can show. 
Public authorities might well be less sub- 
ject to these inhibitions. 

The explanation for excessive equip- 
ment is mainly to be found in the 
natural propensities of the human mind: 
as plant was laid out, so it continues 
to be built up—one cell is added to an- 
other in the honeycomb; and in spite 
of past lessons man is prone to antici- 
pate that market tendencies will persist, 
especially when they are favorable, since 
he is inclined to believe that his hopes 
will come true. Moreover, there are 
other factors to be reckoned with, such 
as the fear of being outstripped by a 
competitor, or the desire, dictated by a 
sense of professional pride, to remain 
ready to cope with any demand. 

However, the present over-equipment 
—which, it should be noted, obtains only 
in certain branches of production—is to 
a great extent a result of special causes. 

It is manifest that manual work has 
been replaced more and more by ma- 
chinery, because of the rising cost of 
labor, and that in turn this rise is largely 
due to protective measures that increase 
the cost of living, to “social benefits” 
with which employers have been bur- 
dened sometimes to excess, and to re- 
strictions imposed on immigration. 

Additional plant sprang up during 
the war in order either to cope with an 
unexpected volume of demands or to re- 
place works that were destroyed, put 
out of use, or rendered inaccessible to 
their former customers. After the Armi- 
stice these works were rebuilt, modern- 
ized, or extended in the hope of recover- 
ing the trade they had lost, despite the 





TT 


382 


fresh competition that had arisen. A 
legitimate ambition, which was encour- 
aged by the exceptional openings result- 
ing from the restoration of the devastated 
areas and from the reconstitution of ex- 
hausted stocks. 

Further, economic nationalism, some- 
times supported by considerations of a 
military order, has caused to spring up 
behind the walls of customs tariffs addi- 
tional equipment which the world in no 
way required. Thus, instead of special- 
izing their products the various countries 
all have the tendency to market the same 
kind of goods. Now the aggregate con- 
sumption can increase only as a result 
of more extensive exchanges, and these 
in turn require the greatest possible 
variety of goods and services; with de- 
creasing exchanges, prices, and hence 
incomes and general prosperity, must 
necessarily decline. 

The value of an undertaking rests on 
the size and regularity of the demand 
for the supplies it furnishes; it depre- 
ciates whenever a restriction of its out- 
lets jeopardizes its profits or stability. 
On the other hand, investments appre- 
ciate and become safer when outlets ex- 
pand. The splitting up of markets is 
one of the basic causes of the general 
impoverishment from which the world 
is suffering at the present time. 

That is also why it is a mistake to 
believe that consumption can be in- 
creased through a “levelling of incomes” 
by means of the bounties that the gov- 
ernments grant to some citizens at the 
expense of the taxpayers or, again, by 
artificially raising the remuneration of 
labor. It need hardly be recalled that 
variety in consumption springs largely 
from big and medium-sized incomes, 
and that the community is no better off 
when a higher price is paid for labor, 
but only when labor is worth more be- 
cause it is in greater demand, that is 
to say more useful. 

Those who have set up industrial 
plant or extended cultivation beyond the 
present demand for their products have 
very often been guilty merely of exces- 
sive confidence in;the wisdom of gov 
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ernments. They failed to foresee the 
burdens and restrictions that arbitrary 
political action would impose upon pro- 
duction, home consumption and _inter- 
national trade. If wealth has been lost 
in vast amounts it is not so much be- 
cause it has been misused as because it 
has been rendered unusable. 

Considering world economy as a 
whole, it is surprising to find how much 
the disequilibrium between production 
and consumption is due to the govern- 
ments’ efforts to assist demand and out- 
put on their home market. They have 
endeavored to maintain the purchasing 
power of a section of the community by 
means of high wages, social : benefits, 
bounties and governmental investments; 
but they have constantly reduced the re- 
sources of other citizens and, by forcing 
up the costs of production, have pre- 
vented goods from coming within the 
reach of fresh circles of consumers. They 
have sought to protect the home market 
from outside competition; but by keep- 
ing away foreign sellers they have also 
kept away foreign buyers. 


SPECULATION 


Some will object that public author- 
ities are at least free from that spirit of 
lucre that will at times pile up ruin by 
letting speculation run wild. To this 
we would reply that speculation is an 
evil only when it is carried to excess, 
and that there would be less of it were 
it not encouraged by a short-sighted 
fiscal system. 

In principle, speculation is useful and 
fruitful; the speculator acquires an asset 
today at a price the vendor considers 
satisfactory, and he hopes a rise in the 
value of the asset will compensate him 
for the risks he is taking. Speculation 
is by no means inconsistent with thrift; 
on the contrary, it is quite reasonable 
that those who save should not only 
seek to preserve their possessions and 
derive enjoyment or revenue from them 
but should also contemplate an increase 
in their value. , 

Speculation implies an estimation of 
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the value that others will ultimately at- 
tach to a particular asset; it becomes 
immoral when the speculator counts on 
other people’s delusions, especially if he 
is a party to their deception. It is harm- 
ful from the social point of view when 
the speculator assumes risks out of ‘pro- 
portion to his means. 

A fever of speculation arises in times 
when an abundance of new wealth 
comes within the reach of inexperienced 
hands—whether it be in consequence of 
a sudden expansion in industry brought 
about by some great invention, or the 
opening up of new gold fields, or 
monetary or credit inflation—and also 
in times following wide destruction of 
wealth, when men mutually incite each 
other to substitute hopes for their miss- 
ing resources and to seek in quick profits 
a compensation for the fall in their in- 
come. 

During the recent war and the sub- 
sequent years of restoration illusory 
gains were spent to the prejudice of sav- 
ings, and the apparent prosperity of 
certain undertakings led to similar ven- 
tures that could serve no useful pur’ 
pose being set up in fact or on paper. 
Certain. banks are charged with having 
encouraged—or not having discouraged 
—imprudent speculation; yet they would 
have been accused of holding up progress 
had they dispensed their credits more 
sparingly, and governments themselves 
would very likely have been called upon 
to grant facilities, as indeed they were 
led to guarantee certain credits. 

Besides, speculation found a stimulus 
in the mass of means of payment that 
governments issued, or caused to be 
created in the shape of bank credits, in 
order to cover their huge expenditure. 
And the speculative spirit spread with 
the sudden enrichment. of sections of 
the community who had no experience 
of saving and the impoverishment of 
those. who had acquired the requisite ex- 
perience. In some countries this im- 
poverishment resulted from the ‘debase- 
ment of currencies, and hence of claims; 
In Most countries it was largely caused 
by excessive taxation. 


383 


Over-taxation today threatens to de- 
stroy savings. It preys on the remunera- 
tion of manual and intellectual labor 
and relentlessly lays hands on unearned 
income. Under some legislations it hits 
the partners’ share in the profits even 
harder than the interest accruing to the 
creditor, and thus leads undertakings 
into debt. 

The losses inflicted on the investor 
by new inventions would not be so 
serious if the revenue authorities allowed 
amortization to be carried out in keep- 
ing with technical progress. 

The sway of banks over industry 
would be less marked if undertakings 
could accumulate more substantial re- 
serves or distribute profits that would 
attract capital and enable them to dis- 
pense with bank credit. 


HIGH MONEY RATES 


A great deal of complaint is made 
about high money rates burdening the 
cost of production. But the lender— 
whether it be a banking establishment 
or a private investor—cannot without 
imprudence omit to take into account 
the possibilities of a loss; he must be in 
a position to set aside out of the annual 
interest a reserve to cover the prob- 
abilities of a default. In theory, if there 
is one chance in twenty that the prin- 
cipal will be lost within the year the 
annual interest must comprise a provi- 
sion of 5 per cent. for the reconstitution 
of the capital loaned. Considering the 
risks to which lenders are exposed by 
the action of public authorities, and the 
taxes imposed on loans, the current rate 
of interest seems astonishingly low, not 
least in those countries where it is high- 
est. 

Excessive taxation and extravagant 
doles led to the fall of ancient Athens 
and the Roman Empire. They stifled 
private initiative and budding capitalism 
and hindered the preservation and ac- 
cumulation of wealth. 

Need it be repeated that savings do 
not necessarily consist of capital, i.e. of 
wealth to be placed at the service of 
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others with a view to profit? But the 
saving of capital is the most useful to 
the economic body, because its object is 
exchange of services, and each such ex: 
change implies a twofold source of 
revenue. 

The circumstances that discourage 
saving—fear of loss, and especially the 
prospect that the value of undertakings 
is likely to diminish owing to inadequate 
yield—are practically the same as those 
that tend to reduce the offer of capital. 
And when capital is not at least re- 
newed the amount of services at the dis- 
posal of the community decreases, in- 
comes and general prosperity decline, 
and unemployment rises. 

Failing the hope of a remuneration in 
keeping with the risks no man can be 
expected to expose his savings. ‘No 


matter how much means of payment are 
created those who receive them will only 
hoard them instead of turning them into 
capital; even if the authorities compelled 
them to spend their money they would 


apply it to the acquisition of goods for 
their own consumption or use rather 
than to the service of others, and they 
would refrain from replenishing their 
savings. 

Today world economy is suffering 
from a shortage of capital that is all the 
more serious because capital is being 
lost daily to an abnormal extent either 
as a result of failures on the part of 
borrowers or owing to the impoverish- 
ment of those whose custom enabled un- 
dertakings to work at a profit. 

On some markets, it is true, money 
is superabundant; they are the markets 
regarded by foreign capitalists as a tem- 
porary refuge for their funds because 
monetary stability seems more assured 
there than elsewhere, taxation more 
moderate, and public authorities less in- 
clined to arbitrary action; or they are 
the markets where there is little demand 
for capital on the part of private enter- 
prise because the future value of the 
currency or the chances of successful 
venture appear too uncertain. 

But in most countries an abnormally 
high money rate at a time of business 
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depression denotes a shortage of capital 
and disorder in the distributing system 
which used to direct available funds to- 
wards investments promising the best 
return. 


OBSTACLES TO THE CIRCULATION OF 
CAPITAL 


Owing to the action of public au- 
thorities the flow of capital is subjected 
to a régime of barrages and artificial 
irrigation. A very large proportion not 
only of the aggregate income but also 
of the wealth saved is diverted into pub- 
lic treasuries to the detriment of pri- 
vate enterprise. As for the remainder, 
the investor seeks safety rather than 
profit, and instead of leading his sheep 
into those pastures where they would 
thrive best he looks to a refuge where 
he thinks they are least exposed to being 
stolen or rapaciously shorn. He may 
deem himself lucky when restrictions 
imposed on the transfer of funds do not 
compel him to leave his money idle and 
in danger of depreciating. 

No doubt other factors have dis- 
turbed the flow of capital. Payments 
in discharge of reparation or war debts 
for instance; or the attraction exercised 
at one time by the New York Stock 
Exchange, which very nearly exhausted 
the London money market. Yet the fact 
remains that if the quickening blood of 
capital has ceased to circulate within 
the world economic body it is primarily 
owing to political measures that hinder 
the formation and distribution of capi- 
tal. 

During the recent war, and the early 
years that followed, attempts were made 
to replace the capital that was destroyed 
by resorting to the printing press and 
to bank credits. But the dangers in- 
herent in remedies of this kind have not 
yet been forgotten, and if certain gov 
ernments decide to resort to such ex’ 
pedients in order to restore the flow of 
exchanges they will no doubt apply them 
with the necessary caution. 

The important point is that conditions 
should return that would permit the 
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formation and resurrection of capital by 
eliminating the causes that hinder sav 
ings, sterilize productive equipment and 
discourage initiative. 

Some imagine that the destruction is 
due mainly to unrestricted competition 
and that this disorder is inherent in a 
capitalist régime. They demand a sys- 
tem of managed economy which in their 
opinion can only be planned and carried 
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through the socialization of industry, 
finance and trade. 

There is no need to chop off the arms 
and legs of the economic body to re- 
strict its movements. Let public au- 
thorities avoid hampering the evolution 
of capitalism and limit themselves to 
checking its abuses. It is to the interest 
of capitalism to remedy its defects, and 
capitalism is well able to effect its own 


out by public authorities. Or again, reform. 
they profess that capitalism implies so- 
cial misunderstandings, international 
strife, and occult rule by “money 


barons”; they can see no way out but 


[The concluding article, The Future 
of Capitalism, will appear in the No- 
vember number. } 


THE FAILURE OF IDEALISM WITHOUT THE COMPASS 
OF EXPERIENCE 


I sHOULD indeed be glad to find a short cut to end the struggle 
with the immensities of human problems. I have no word of 
criticism but rather great sympathy with those who honestly search 
human experience and human thought for some new way out, 
where human selfishness has no opportunities, where freedom re- 
quires no safeguards, where justice requires no striving, where 
bread comes without contention and with little sweat. Such 
dreams are not without value, and one could join in them with 
satisfaction but for the mind troubled by recollection of human 
frality, the painful human advance through history, the long road 
which humanity still has to travel to economic and social perfec- 
tions, and but for the woeful confirmations which the world has 
given of the failure of idealism alone, without the compass of 
experience.—“The Challenge to Liberty.” Herbert Hoover in 
The Saturday Evening Post. Copyright, 1934, by The Curtis 
Publishing Company. 





How Well Do We Know Our Safe 


Deposit Customers ? 


By R. W. FREER 
Secretary, Central-Hanover Safe Deposit Company, New York 


deposit business is perhaps the most 

hazardous of all the various branches 
of banking. Unquestionably this is true 
when viewed from the point of uncer- 
tain responsibility. In no other bank- 
ing activity does there seem to prevail 
such absolute lack of knowledge of the 
value of the property entrusted to our 
care. And, in few of them is the re- 
turn so small, in comparison with the 
service rendered. 

For protection and peace of mind of 
their box users, banks and safe deposit 
companies provide vaults of burglar- 
proof and_ fireproof construction, 


[: may be considered that the safe 


equipped with the most modern protec- 


tive mechanical devices. In many in- 
stances, the premises are patrolled by 
armed guards twenty-four hours of 
every day. Having done all this, do 
the bankers sit back, satisfied that they 
have gone the full way to furnish com- 
plete protection? How about the other 
angle—the box users themselves? Why 
not look them over? 

Here we have a substantial individ- 
ual, the contents of whose box may 
have a value running well up into six, 
or even seven figures. Statistics reveal 
there are still in existence a number of 
such citizens. In an adjacent compart- 
ment there may be a few insurance 
papers, a copy of a lease, or perhaps a 
savings bank passbook, the modest hold- 
ings of a neighborhood merchant. The 
picture is familiar enough. Our ex- 
perience and knowledge of the com- 
munity and its people should be sufhi- 
cient to satisfy us that both of these 
box users are desirable risks. 


A stranger enters. He desires the 
use of a safe deposit box. Progressive 
managers are always happy to welcome 
additional business. Most of us have 
vacant space available which we would 
be glad to convert into income, but we 
must look ahead. Before asking Mr. 
Stranger to “sign up,” we should in- 
vite him to sit down and talk things 
over. There are some features of our 
service with which we would like to ac: 
quaint him, and in return we would like 
to know something about him. If he 
is sincere he will be impressed by the 
interest shown in him, and it will give 
him a feeling of greater security, know- 
ing that we are careful in renting space 
in our vaults to strangers. If he is re- 
luctant to a friendly interview, we 
should move with caution. In the end 
we may turn him away with a tactful 
refusal. He will readily supply us with 
references if he has nothing to conceal; 
some business acquaintances, the name 
cf his bank, and perhaps a friend. He 
will also furnish us cheerfully with 
specimens of his signature, on our own 
forms, to be verified by those to whom 
he has referred us. 

The interview has given us an op- 
portunity to judge the applicant; to de- 
cide whether, in permitting him to use 
our vault, we are continuing or destroy- 
ing the principle of security to all our 
clients, upon which the safe deposit 
business has been founded. Quite pos- 
sibly too, we will have planted a seed 
that may ultimately grow into a valu- 
able relationship for our bank. 

Let us get to know our boxholders. 
We may save ourselves many unpleasant 
and hazardous experiences. 
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New Credits in Hidden Places 


A Veteran Banker Relates His Experiences in Developing Good 


fundamentally the same in all 

lines of business activity. There 
are, however, aspects peculiar to bank- 
ing as well as to all other lines of in- 
dustry where credit is sold. There is 
a difference between selling credit and 
waiting for it to come of itself. 

In this article I hope to convey to 
the readers of this publication some of 
my own experiences as a banker and 
the experience of friends in the bank- 
ing business and in industry. 


B ‘evsinent credit extension is 


UNPRODUCTIVE DEPOSITS 


My father’s banker once said in sub- 
stance: “That you could not make any 
money on idle deposits and that idle 
money created no new wealth in the 
community.” His philosophy was that 
good borrowers were made by the bank, 
and that deposits grow automatically by 
virtue of service. He was a very keen 
and successful banker. Many things I 
learned from him early in life were of 
great help in after years. His methods 
of granting credit were different from 
the average banker, and his technique 
was refreshing and illuminating. I 
later proved by actual experience that 
methods employed by him worked out 
excellently for me. 


CREDIT RULES VS. CREDIT POLICY 


Rules for extending bank credit have 
been found to be detrimental to the 
bank and customer. The point I wish 
to emphasize is that a credit policy is 
more advisable than established credit 
rules. 

A policy applicable for the large city 
bank is of necessity somewhat different 
from that of the small-town banker. 


Borrowers Among His Depositors 


By A. W. Woops 


However, the same general principles 
apply. 

My experience for the most part was 
in a town of sixteen thousand people— 
with merchants, working people, and a 
considerable country trade. The credit 
program which I present worked there 
successfully, and I am convinced that 
to a large degree it will work in most 
all banks regardless of their size. 

It soon became increasingly apparent 
that there was a large volume of so- 
called hidden business in the bank. 
Customers, of .course, who were receiv- 
ing unwise credit extensions, others who 
did not receive enough, and a great 
many who did not have any. Our 
problem was to help those men who 
could use credit profitably to use it 
practically, and to prevent those who 
did not understand the ethics of bor- 
rowing from using their credit with us, 
or any place else, beyond the point of 
creative borrowing and helpful needs. 

To illustrate: One day a thrifty and 
well-to-do farmer whose deposit ac- 
count was very small and one who 
seldom ever borrowed a dollar came 
to the bank for some information. After 
an extended conversation we learned 
that he had pasture and feed going to 
waste. We suggested to him that he 
buy young cattle and offered to loan 
him money to pay the entire purchase 
price. He remarked that ours was the 
first bank that ever offered to loan him 
any money or that ever inquired into 
his affairs sufficiently to know his needs. 
It is needless to say that he paid his 
loans promptly, his deposit accounts in- 
creased, and he became an _ active 
booster for the bank. 

It was always apparent that if one 
was going to extead credit he should 
do it cheerfully and not in a grudging 
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or condescending manner that might 
vex or annoy the customer. It was our 
policy to make the borrower feel that 
we had faith in him and that in us 
he had a real friend. Some bankers 
are inclined to be rather unapproach- 
able. 

A firm with which I was well ac- 
quainted asked a banker for a line of 
credit and was promptly told that they 
would loan him up to the amount of 
his paid-up capital. The firm, relying 
upon this promise, went forward with 
their business plans, but long before 
the credit limit had been reached the 
banker, without any reason, advised the 
firm that he could not make them any 
further advances. The point I wish 
to make is that, generally speaking, it 
is not a good policy to offer a specified 
amount of credit. It is much better 
to say that the bank will take care of 
the legitimate needs of the firm as long 
as the relationship of the parties is 
In this particular 


mutually agreeable. 
case the bank lost a good deposit and 
a good borrower for the simple reason 
that the banker, upon reflection, decided 
that he had offered too much. 


Another instance that came under 
our observation: A farmer who owned 
320 acres of good clear land, a num- 
ber of good horses and cows, but who 
had no banking connections, brought 
an attorney to the bank to help him 
negotiate a loan. We offered to ad- 
vance the loan on specified security 
provided he would maintain a reason- 
able balance with us. He was also told 
that if he had followed the policy of 
keeping a checking account that we 
would have loaned him the money 
asked for without any security and 
without the necessity of his paying an 
attorney. He proved an excellent cus- 
tomer thereafter. 

I believe that ours was the first bank 
in the state to encourage depositors to 
make monthly payment loans secured 
by their own homes. We experienced 
no unhappy results and unearthed a 
considerable volume of hidden business 
by virtue of our program. Old de- 
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posits increased and new deposits came 
in. 

A young man, active, honest, and 
with ability, once remarked in the 
presence of a banker friend of mine 
that if he had some money he would 
undertake a certain business venture. 
The banker very promptly told him 
that he would enter into a_ business 
agreement with him in which he would 
advance him all the money needed pro- 
vided he would do certain things and 
keep the banker informed monthly as 
to his progress. This particular banker 
visioned the possibilities of success in 
the enterprise and, without being solic- 
ited, offered help. The account in 
after years was most satisfactory and 
the young man was always a _ loyal 
booster for the bank. 

A wideawake banker is constantly 
busy among his own depositors and 
realizes that if he takes care of his 
credits the deposits will take care of 
themselves. We have found that there 
is a fertile field for credit expansion 
through promising young men, many of 
whom, we believe, are held back be- 
cause of unwise credit extension and 
because of inadequate credit facilities. 

In our bank it was a policy, not a 
rule, not to extend credit to a regular 
depositor in any other banking insti- 
tution. We did open new accounts 
with loans, but always insisted that we 
would expect the customer to confine 
his borrowing needs to us, and assured 
him that we could then grant to him 
the credit he needed and do it cheer- 
fully in a way that would be to his 
best interests. 

A business man, at the point of clos- 
ing a business deal, offered to give the 
seller a note for $1500, and told him 
he might inquire at the bank as to 
whether or not the note was good. The 
banker told the man that he didn’t 
know whether the note was good or 
not, but that if the man who offered 
the note would come to the bank that 
he would take the note and run his 
chances on collecting it. When the 
maker of the note came in he said that 
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it was not his policy to guarantee any 
note, but that if he thought it was 
good he would take it himself for the 
reason that he wanted his customers to 
confine their borrowings to him in order 
that he might know to what extent he 
could extend them credit in the future. 
In this case he accepted the man’s 
note, and the borrower, whom I knew 
well, learned a valuable lesson that he 
never forgot. 

There was once a man rather well 
off who was inclined to overdraw his 
account and gave his note for pur- 
chases to anybody that would take it. 
He kept a small deposit, and no bank 
in the town wanted his business. When 
he finally applied to us, he was told 
that we would be mighty glad to have 
his business on certain conditions—that 
he must not overdraw his account (our 
bank had a state record for low aver- 
age overdrafts) and that we would 
take a lien on all of his chattels. The 
account was opened, and everything 
was most satisfactory for some time. 
One day he raced into the bank and 
said: “I do not like the deal I made 
with you. I offered a man my note 
the other day for a few hundred dol- 
lars. He refused to take it without 
security. All my property is mortgaged 
to this bank, and I have no collateral 
to offer.” We told him that we would 
gladly make him a further advance and 
wanted him to feel that we would take 
care of his needs in reason and that we 
.did not think it necessary for him to 
seek credit in other channels. There 
was never any further difficulty with 
this borrower. 

At one time I was placed in charge 
of a branch bank as manager and was 
told that the management would be en- 
tirly up to me. The president of the 
home bank, however, stated that there 
were two classes of business that he 
never took. As a matter of fact, I took 
both classes of business and never lost 
a cent on either. There are, however, 
a good many bankers who refuse to take 
a good account because of some preju- 
dice against the business. A very good 
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firm who kept a large deposit account 
and borrowed only for temporary needs 
was refused accommodations at a rather 
large bank for the only reason that 
they had a rule not to make advances 
on his particular class of business. I 
happen to know that an excellent ac- 
count was lost to this bank. 

I personally know of another case 
of a man engaged in a business on 
which he could realize cash very 
quickly. He had, however, difficulty 
with nearly all banks. Finally, a keen 
banker called the man in, made a care- 
ful analysis of his business, and offered 
to give him large advances under cer- 
tain conditions. On account of the 
perception of this banker the account 
became valuable for the simple reason 
that the banker showed him his past 
mistakes in using credit and how he 
could make more money and maintain 
a better credit by a close co-operation 
with the bank. 


VALUE OF MERCANTILE EXPERIENCE 


I found that previous mercantile ex- 
perience was of great value to me in 
dealing with merchants. 
felt that bankers with this experience 
have some advantage over their fellows 
who have not had such experience. The 
same thing applies to manufacturing 


I have always 


and farming. Bankers with actual ex- 
perience are a little better prepared to 
render constructive service to borrowers. 
There are so many factors that enter 
into the problem of credit that a bal- 
ance sheet or a certified public ac- 
countant’s report does not show when 
analyzing a business that I would rather 
rely on the report of a man experienced 
in the business rather than the officers 
of the firm itself or any other report. 

I wish to give one other illustration 
that covers the case of a large number 
of merchants, manufacturers, and vari- 
ous other lines of industry. A mer- 
chant with a small invested capital was 
found to buy too much merchandise at 
a time, was an indifferent collector and 
one who did not discount his bills. His 
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deposits were small and he seldom bor- 
rowed any money. We found, how 
ever, that he was honest and a good 
salesman. After a long visit we dis 
covered hidden possibilities in this man. 
We offered to enter into a working 
agreement with him. Briefly, he was 
to buy more carefully, clamp down on 
credit, and go after slow accounts. He 
also agreed to discount all bills 
promptly and to keep us informed 
monthly as to purchases, sales and col- 
lections. We agreed to loan him money 
for the purpose of discount. The re- 
sult was a good loan, increased de- 
posits, a satisfied customer, and a loyal 
friend, one that no other bank could 
ever take away from us. 


OTHER HIDDEN SOURCES OF BUSINESS 


There are other classes of hidden 
business almost too numerous to men- 
tion. Owners of automobiles, men who 
pay high costs for financing, salaried 
men, and working people who tem- 


porarily find it necessary to borrow to 
meet family needs and that particular 
class of business that can best be 
handled on the monthly payment plan. 
Loans of this class usually pay a higher 
interest rate, liquidate more promptly, 
and are generally of considerable ad- 


vantage to the borrower. Many mer- 
chants have found it helpful to borrow, 
for example, a thousand dollars and 
pay the note in ten monthly payments 
of one hundred dollars each. Invariably 
they will pay 1 or 2 per cent. 
higher interest rate than we could se- 
cure for straight loans. 

We have always found it profitable 
to spend a lot of time with depositors 
of the bank in seeking to uncover de- 
sirable business within the bank, and 
thereby have found business outside of 
the bank. The average customer de- 
sires frankness. He will accept with 
good grace the refusal of a loan if 
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the excuse given is a logical one. In 
all my banking experience I have found 
character, honesty, business ability and 
the possibilities of a business being able 
to liquidate any indebtedness incurred 
through its own operation to be better 
security than mortgages or chattels. We 
found in our business that a hundred 
small loans, properly distributed, kept 
the bank in a more liquid position, 
showed a higher profit, and were gen- 
erally more satisfactory than ten large 
loans. 

Every man who seeks credit from a 
bank is entitled to businesslike consid 
eration. We have never found a yard- 
stick that could be applied in every 
case. Common sense and a thorough 
understanding of the customer, his prob- 
lems, and a conviction that he could 
liquidate his obligations always looked 
good to us even though we might have 
a personal prejudice against some par- 
ticular line of business. 

The granting or refusing of credit 
is a fine art. The banker with the 
personality and distinctive individuality 
who can convince a borrower that it 
is a pleasure to make him a loan or 
necessary to refuse is a real genius. 
However, I have found in my own per- 
sonal experience many bankers who 
possess these very valuable traits. 

In closing, I wish to emphasize that 
there is in every bank a considerable 
volume of good hidden business that 
can be developed if the banker cares 
to use a proper amount of effort. I 
might go on to enumerate many more 
specific cases, but do not think that 
necessary. To be happy, one must give 
money or service; if one gives one 
cannot help but receive. The most 
profitable time that any banker can 
spend is the time spent with depositors 
in an earnest effort to be of help to 
them. If they do this satisfactorily re- 
sults will follow. 





Preparing Services “For the 


Market” 


By L. Dovue.as Merepiru, Px. D. 


Assistant Professor of Economics, University of Vermont, Burlington, Vt. 


This is the eleventh in a series of articles by Dr. Meredith discussing the 
various phases of bank advertising, publicity and merchandising.—Eprrtor. 


within the scope of financial merchandising as defined 

for the purpose of this investigation is the preparation 
of services for the market. This rather lengthy term refers 
to the process of developing the services which may be 
offered by financial institutions into forms which will prove 
more attractive to the customers and to the prospects of 
those organizations, and at the same time will enable con- 
sumers to derive greater satisfaction from the consumption 


[wien fourth phase of merchandising activity included 


of the services because they are available in the particular 
forms in which they are offered. 


Importance of Process.—The real significance of the 
process of preparing services for the market can be appre- 
ciated perhaps best by considering the attention devoted to 
this aspect of merchandising in the distribution of tangible 
commodities. Manufacturers early found that the modifica- 
tion of tangible commodities into specialized forms greatly 
affected sales, and if properly designed to meet the needs 
and tastes of customers, produced attractive increases in 
sales volume. ‘Tea, coffee, molasses and most other foods 
were once sold loose, but only a very small portion of food 
is today retailed in such form. For example, tea and coffee 
are now sold almost entirely in packages, and some of these 
packages are not only of convenient size but are dated and 
vacuum-sealed, while nearly all of them are trade-marked 
and carefully named. Confections are offered in pieces 
which fit the mouth, and tooth brushes have been designed 
to fit the teeth. One of the most recent developments in 
the marketing of tangible commodities has been the dis- 
tribution of motor oil in sealed cans in order to eliminate 
dirt and dust. Many similar illustrations are available, but 
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these few suffice to demonstrate the importance of the prep- 
aration of commodities in forms designed for the market. 
This process is now considered one of the most impor- 
tant steps in tangible commodity distribution and dealers 
and marketing research organizations annually spend large 
amounts attempting to determine consumers’ desires and to 
design forms which will satiate those desires. 


Neglect.—The executives of financial institutions for 
many years have been grossly negligent in making attempts 
to determine consumers’ desires and to offer the services of 
their institutions in forms which would be more attractive 
to customers and prospects. Furthermore, when new forms 
have occasionally been introduced, only very limited at- 
tempts have been made to modify those forms as time 
progressed so that the commodities would retain their at- 
tractiveness. Bankers are probably not entirely to blame 
for this negligence, because historically much less emphasis 
has been placed upon the preparation of forms of intangible 
commodities and services than upon the preparation of 
marketing forms of tangible commodities. Furthermore, 
the conservatism which has restricted advertising, selling 
and publicity of financial institutions has likewise hampered 
the development of the services by those organizations into 
such forms that they would prove more attractive and more 
useful to customers and prospects. 


Usefulness—Each aspect of the merchandising process 
must be justifiable or else it properly becomes subject to a 
great deal of criticism; consequently, it becomes necessary 
to explain the reasons which justify the expenditure of 
time and effort upon the development of forms in which 
to offer the services of financial institutions. The justifica- 
tion of these expenses and efforts is readily divisible into 
two parts, the value of the preparation of services to the 
marketing organization and the value to consumers. ‘These 
two aspects of the question will be considered in order. 

Preparation of the services of financial institutions for 
the market is of distinct value to the organization offering 
those services for several reasons. In the first place, all 
financial institutions are conducted for profit or income, 
and anything which increases sales, in turn may contribute 
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to profits or income or to a reduction of a deficit. The 
more attractive the form in which services are placed upon 
the market, the more likely they are to increase sales and 
to contribute to the income of the institution. In the second 
place, the preparation of services is an essential phase of the 
entire process of financial merchandising. Advertising and 
selling especially depend to a large extent for their effec- 
tiveness upon the nature of the commodity for which these 
merchandising processes convey a sales message. If a com- 
modity, tangible or intangible, is prepared in an attractive, 
convenient, especially useful form, it makes available to 
advertising and selling a great number of buying motives 
which may be capitalized upon in carrying out their work. 
Likewise, publicity may be rendered much more effective 

if commodities are offered in such forms that they are espe- 
cially attractive. The introduction of a modified form of a 
particular service which is more or less novel and affords 
new or greater satisfactions provides material for news 
stories and for other publicity media just as well as for 
advertising copy and for sales talks. Consequently, the 
preparation of services for the market is not only useful in 
and of itself as an important phase of merchandising, but if 
effectively carried on greatly increases the efficiency of the 
other three phases of the merchandising process. Thus, 
preparation of services for the market, instead of being an 
aspect of merchandising to be treated only with indiffer- 
ence, is a division of the marketing process just as essential, 
just as important, and possessing potentialities of propor- 
tions comparable to those possessed by the other phases of 
the merchandising process as discussed herein. 


Advantageous to Individuals—The preceding state- 
ments place emphasis upon the preparation of services 
because of the advantages to financial institutions in selling 
those services, but additional advantages which may be de- 
rived accrue to the individuals utilizing the services. Dis- 
tinct advantages accrue to customers of financial institu- 
tions when the services offered by those institutions are 
available in such forms that they are of use and may be 
purchased by increasing numbers of persons. Baby bonds 
have not been of special satisfaction to investment houses, 
but it cannot be denied that in so far as this plan makes 





THE BANKERS MAGAZINE 


sound bonds available for sale to small savers, it possesses 
certain distinctly desirable attributes. However, this is no 
reason why bond houses should continue the operation of 
baby bond departments if operated at large deficits. Object 
clubs, Christmas clubs, and travel clubs have likewise, gen- 
erally speaking, not directly earned profits for banks, but 
the advantages to depositors utilizing these plans have been 
immeasurable. The same may be said of plans which have 
made savings deposits more attractive, such as “save-at-the- 
shop” plans “insured savings” plans, and installment sav- 
ings. ‘The provision of credit information, preparation of 
payrolls, and similar conveniences have been included as 
portions of the service furnished in connection with com- 
mercial accounts, and have frequently made those accounts 
simultaneously more attractive and more useful to cus- 
tomers. Investment houses and other financial institutions 
have offered to hold securities, clip coupons, and render 
similar services without cost or for a small fee. Living 
trusts, life insurance trusts, uniform trusts, custodian 
accounts and similar plans have made trust companies more 
useful to individuals and to corporations. The popularity 
enjoyed by many of these services attests to their useful- 
ness, and the opportunity to derive this usefulness has been 
distinctly advantageous to consumers. In many cases, 
these devices have aided capital accumulation, have pro- 
duced income, have conserved capital, have contributed to 
peace of mind, have prevented suffering from lack of 
economic resources, and have produced numerous similar 
results of distinct advantage to the consumer and to those 
with whom he desires to share the satisfactions derived from 
a particular service. 


Marketing Forms.—The marketing forms used by com- 
mercial banks, savings banks, trust companies, and invest- 
ment houses must each be treated separately. Consequently, 
in the next few pages analysis will be made of representa- 
tive merchandising devices used by these institutions in the 
following order: Commercial banks, savings banks, trust 
companies, investment houses. 


Commercial Banks.—Commercial banks, as pointed out 
in an earlier article, have certain services to offer which are 
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more or less specialized in nature and characteristic of those 
institutions. The nature of the services rendered by com- 
mercial banks makes them probably the most difficult of 
the services to prepare for the market. This is due essen- 
tially to the fact that commercial banks deal for the most 
part with business houses and there is less opportunity to 
appeal to emotional buying motives than is the case with 
savings banks, trust companies and investment houses. 
Appeal to commercial houses must be made for the most 
part by appealing to rational buying motives. Conse- 
quently, preparation of the services of commercial banks 
must place most of its emphasis upon convenience, speed, 
accuracy, reduction of cost and similar motives which pos- 
sess potent appeals for business men. The association with 
the services of a commercial bank of any device which will 
expedite the usefulness of that service or the business of the 
customer may generally speaking be included within the 
preparation of services for the market. Forms which have 
been devised by commercial banks in preparing for the 


market the services which they offer are the following: 


i. Checks prepared for customers with their names, address, and 
emblem printed thereon. 

2. Pay envelopes. 

3. Check books of different sizes and colors. 

4. Check protection devices attached to check books. 

5. Installation of adding machines in the lobby to aid in adding checks. 

3. Bargain days on safe-deposit boxes. 

. Super-safety checks. 

. Night depositories. 

9. Provision of credit information. 

10. Provision of security quotations, especially in cities which do 
not have security exchange facilities. 


A number of additional services of this kind which are 
rendered virtually as a part of commercial accounts might 
be mentioned, but those described above suffice to illustrate 
the manner in which the services of commercial banks are 
offered to the market in order to make them more appealing. 


Saving 's—Savings banks have adopted a great 
variety of forms in which they have offered their services 
to the public. These differ to a great extent from the forms 
in which the services of commercial banks are offered, due 
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largely to the fact that the emotional buying motives are 
much more important in the sale of the services of savings 
banks than in the sale of the services of commercial banks. 
At the same time, the fact must not be overlooked as indi- 
‘ated by the nature of many of the devices described below 
that the rational buying motives play an important part in 
some instances. Some of the devices which have been used 
in connection with the sale of the services of savings banks 
include the following: 


1. Passbooks for babies at time of birth. Some banks send flowers 
to the mother along with a passbook containing the baby’s name and 
the deposit for one dollar. 

2. Finger prints as a method of identifying depositors. 

3. Dollar day coupons published in the newspapers and good for 
one dollar if deposited in the savings department and allowed to re- 
main undisturbed for ten months. 


4. Automobile clubs in which individuals make periodic deposits to 
purchase a car. Sometimes sales agencies and banks work in co-opera- 
tion and after a certain sum has been saved the bank finances the 
remainder of the purchase. 

5. Induce employers to give checks as Christmas gifts and bonuses 
to employes with the stipulation that the checks will not be good unless 
deposited in the form of a savings account. 

6. Distribution of disks about the size and appearance of a twenty 
dollar gold piece containing the name and address of the bank and the 
following inscription, ““We will accept this on deposit for fifty cents if 
you open 2 new savings account of five dollars or more, leaving it in the 
bank six months and pay three per cent. compound interest on your 
savings January 1 and July 1.” 

7. A platform for children before one teller’s window. 

8. Investment deposit departments in which periodic deposits are 
made, interest is allowed, and when a certain amount has accumulated a 
bond purchase is recommended. 

9. The payment of cash commissions to church societies which 
solicit accounts. 

10. Automatic savings plans under which a bank is given authoriza- 
tion each week to transfer a certain amount from the checking account 
to the savings account. 

11. Special departments for women. 

12. Lottery schemes.! 


13. Free bus rides.* 


*Paton, Thomas B., Jr., Lottery Scheme to Attract New Accounts, Ameri- 
can Bankers Association Journal, Vol. XXI1, December, 1928, p. 568. 


*Free Bus Rides Provided for Bank Depositors, Bus Transportation, Vol. 
III, June, 1921, pp. 266-267. 
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14. Living insurance which is a savings plan by means of which 
individuals build up a deposit equivalent to six months’ income in the 
bank by making monthly deposits over five-year periods.* 

15. Curb depositories.* 

16. Offering of rewards to the person having largest balance to his 
credit in his savings book based on regular weekly or monthly deposits.® 

17. Higher rate of interest. 

18. Object clubs. 

19. Christmas clubs. 

20. Insured savings plan under which an individual makes regular 
deposits and at the end of a specific period receives a certain sum. 
If he dies before this time his beneficiary receives a similar sum which 
is provided by the bank by means of term insurance. 

21. Coin-card booklets. 


Mere mention of this list of forms in which savings 
deposits have been offered for the market does not attest 
to their efficacy, for many of these devices have proved 
ineffective and have only comprised undesirable expenses. 
This list might be greatly extended, but it is sufficiently 
representative to show the great variety of forms and 
modifications of forms in which the services of savings 


banks may be offered. The respective soundness or un- 
soundness of these many reasonable and unreasonable 
methods of offering the services of such institutions will 
appear more clearly in the discussion below. 


Trust Companies.—Trust companies also afford excel- 
lent illustrations of methods in which the services of a finan- 
cial institution may be offered for the market. It has been 
earlier pointed out that trust companies were designed 
originally to render fiduciary services along with the insur- 
ance functions then associated with them. The economic 
development of the past century and recognition of the 
advantages to be derived from the services offered by these 
institutions afforded them numerous opportunities to offer 
additional services. The extent of the services now offered 
is demonstrated by the outline and description of those 
services presented in the first article. That list has been 
extended from time to time as the principle of trusteeship 
has been applied in different manners, and will probably 


*A Savings Plan to Keep Money in the Bank, American Bankers Associa- 
tion Journal, Vol. XVIII, August, 1925, p. 80. 


‘Scientific American, Vol. CXLI, October, 1929, p. 346. 
*Bankers Magazine, Vol. LXXXIII, October, 1911, p. 500. 
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prove to be anything but a static list as it becomes adapted 
to changed conditions of the future. A splendid illustration 
of the preparation of services for the market as a result of 
changed conditions is demonstrated by the uniform trusts 
offered during 1928 and 1929. The living trust as a form 
of investment had grown relatively rapidly during the past 
decade, but suffered severe competition from the interest 
displayed in investment trusts and stock speculation during 
the period which terminated with the stock market crash of 
1929. In order to overcome this competition and to provide 
investors with a form of commitment much less hazardous 
than many of the investment trusts which were organized, 
financial institutions formed uniform trusts. The uniform 
trust embodied fundamentally the principle of a living trust 
but individuals might participate in the uniform trust in 
relatively large or small amounts and might enter or with- 
draw from time to time. It can readily be seen that the 
offering of this service provided a much safer medium of 
investment than that found in many investment trusts, and 
trust companies not only increased their opportunities for 
larger earnings, but also rendered a distinct social service in 
offering uniform trusts. Many similar illustrations might 
be found which would demonstrate the manner in which 
trust companies have adapted to the needs and desires of 
the public the services which they offer. 


Investment Houses.—Investment houses likewise afford 
many illustrations of aggressive financial merchandising by 
preparing for the market the commodities which these 
houses offer to the public. Investment houses have a 
limited number of services to sell as described in the first 
article, but their executives have very aggressively capital- 
ized upon the opportunities available to offer these services 
in convenient forms. Lack of legal restraint, as contrasted 
with trust companies and commercial and savings banks, 
has also given investment houses much greater latitude in 
preparing for the market the services which they offer. 
Some of the marketing forms which have been used by 
investment houses include the following: 


1. Baby bonds designed to appeal to the small saver. 

2. Bond issues with warrants and conversion privileges. 

3. Preferred stock issues with warrants, convertible privileges, and 
a wide variety of other privileges. 
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4. Units of securities such as one $1,000 bond and a certain 
number of shares of preferred or common stock, or both. 

5. Combinations of preferred and common shares. 

6. Installment sales of securities. 

7. “Packages of Securities” under which plan the individual pur- 
chases 25 or 50 shares of assorted common stocks. 

8. Investment trusts of various types, each type possessing its own 
particular appeals. 

9. Bonds of different industries and different locations which 
would appeal strikingly to certain customers. 


These instances of forms adopted by investment houses 
in offering the services of their institutions on the market 
demonstrate the extent to which these organizations have 
gone in appealing to the public. For example, the issuance 
of securities with warrants attached had reached a point of 
practical absurdity in 1929 and the same is true of some of 
the types of investment trusts which were organized at that 
time. Incidentally, many of the investment trusts which 
were organized were designed solely in order to enable 
many houses to have something which their salesmen could 
offer to customers and prospects. The limited favor which 
was accorded liens at that time and the great popularity of 
equities made it exceedingly difficult for many houses to 
continue in business. As soon as it was observed that in- 
vestment trusts were receiving popular favor, numerous 
houses proceeded to organize trusts and some of these 
houses in turn underwrote various issues which were later 
sold to the so-called investment trusts. Many of the forms 
in which the services of financial institutions have been 
offered on the market contain no more merit than many of 
the forms used by savings banks, but they serve to demon- 
strate the importance of this phase of the merchandising 
process. 


Other Services—Most of the plans mentioned above 
embody special adaptation of services offered for sale by 
financial institutions to the uses and needs of their cus- 
tomers. A number of additional services are rendered by 
financial institutions as inducements to customers and 
prospects to transact business with the particular institution. 
A distinct line of demarcation must be drawn between serv- 
ices adapted to the needs of individuals and offered for sale, 
and services rendered without cost by the bank as induce- 
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ments to individuals to transact business with that institu- 
tion. ‘These later are known as “free services,” many of 
which are not self-sustaining either directly or indirectly. 
Severe criticism is frequently made of the attitude of many 
institutions toward this second group of services. Many 
banks have carried these services to such an extreme that 
they have incurred expenses running into thousands of 
dollars, and have resulted in the production of little, if any, 
new business, and little, if any, satisfaction to customers. 
The same amount of money expended on sound merchandis- 
ing devices and practices undoubtedly would have been 
productive of much more pleasing results. 


The Offering of a Service-—The problem of whether 
or not a particular service, whether a free service or a 
service offered at a price, should be added to or taken from 
the list of services offered by a financial institution must be 
solved entirely on a basis of the individual institution, and 
every service ultimately must answer the test of direct or 
indirect profits. The first question to be asked before in- 
augurating or discontinuing any service is: Does rendition 
of this service show the bank a profit? If the service is 
being rendered at a loss, then that constitutes one argument 
which very strongly commends dispensing with it. How- 
ever, there are many services offered by banks which create 
good-will for the institution and profits indirectly, and 
executives feel that these services may be offered either 
without profit or even at a loss. In connection with any 
service of this kind the following questions must be asked: 

a. Does the rendition of this particular service produce sufficient 
income and good-will among the customers of the institution to produce 
new business more than sufficient to compensate for the expenses 
incurred? 

b. If the service is rendered at a loss, would withdrawal of this 
service, or if it is a free service, would placing it on a charge basis, 
detract from good-will to such an extent that the loss of business 
would reduce profits more than the loss now incurred? 


These tests should be applied to any service being 
offered and, generally speaking, continuation of the service 
should depend entirely upon the answers to these questions. 


Tests of a Service.—Services, whether offered free-of- 
charge or whether a charge is made for them, may be exam- 
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ined to determine whether or not they possess attributes 
which should be associated with any service offered. In the 
first place, is there a distinct need for a service which the 
institution is attempting to offer? In other words, do the 
executives believe that the service which they are offering 
or are about to inaugurate will be of use to customers or, 
if a free service, will it merely be taken because it is some- 
thing for nothing? Whether there is need for a particular 
service may be determined by a bit of experimentation for 
the institution’s executives by the merchandising depart- 
ment. A number of individuals making inquiry as_ to 
whether or not the bank offers a given service affords some 
indication of existing need; another indication is the use 
which is being made of services offered. If some free 
service, for example, is being widely used, it is conceivable 
that it might be altered somewhat in form and offered to 
customers at a price. A second question to be asked 
whether or not the bank with its present equipment is in a 
position to offer such service; that is, does it possess per- 
sonnel and equipment apable of satisfactorily rendering 
this service, or if not, can it obtain such equipment and 
personnel? If there is need for a service, if the institution 
is in a position to render that service, and if it has answered 
satisfactorily the questions mentioned in the preceding 
paragraph, then the institution may well add this service 
to the list. 


Illustration —An interesting illustration of the manner 
in which an institution may develop new services is found 
in two services announced to the public late in 1932 by a 
large trust company of New York City.® One of these 
services was investment management which placed the in- 
vestment facilities of the company’s trust department at the 
disposal of its clients. The other was a periodical review of 
the customer’s investment portfolio. These services do 
not require the execution of a trust agreement, but the 
arrangement is made by the client merely writing the com- 
pany a letter of instruction. A fee is charged for each of 
these services. 

The offering of these services resulted from two condi- 
tions. First, customers of the bank had been making a 


*American Banker, December 30, 1932. 
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number of inquiries for services of these kinds. Secondly, 
the bank had an investment department with full equip- 
ment and access to sources of investment information. The 
action of this trust company in offering these services to 
the public is an illustration of the existence of a need for 
such services and was a situation in which the bank pos- 
sessed facilities for rendering them. If provision of this 
information would produce enough business to warrant the 
expense, then it might be offered free-of-charge. On the 
other hand, apparently such service could readily be sold 
at a price, and under such conditions, that was the desirable 
course to follow. The conclusion to charge for a service is 
especially desirable if the profit produced from the sale of 
this service at a price is greater than that which would 
result from new business produced as a result of rendering 
this service free-of-charge. If such services should not 
show the institution a profit, it is conceivable that they 
might clearly reduce the overhead incurred in the conduct 
of an investment department, which fact would justify 
their offering. 


Essentials of a Service—Certain criteria may be ap- 
plied to services which it is contemplated offering in order 
to determine whether or not a need or use for a service 
exists from the point of view of the individual. In the first 
place, a service must possess utility, and to do this, must 
satisfy a human desire. The buying motives described in 
an earlier article indicate the nature and scope of the 
human desires to which financial services are likely to 
appeal, and indicate the kinds of satisfaction which may be 
derived from the services offered by financial institutions. 
In the second place, a service must generally be available 
at such price that many persons may purchase it. The 
offering of services which only a few persons can purchase 
frequently fails to produce profits because the volume of 
business is not large enough to defray costs. In the third 
place, a service apparently should be as simple as possible, 
for individuals tend to avoid those services which are com- 
plicated and difficult to understand. Summarily, the greater 
the utility which may be derived from a particular service, 
the greater the likelihood that prospects will give expres- 
sion to their desires; and the simpler the appearance of the 
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service, the greater becomes the probability of favorable 
results ensuing from the offering of that service. 


Services Change.—It was pointed out in the first article 
that the services of financial institutions change from time 
to time, and this fact renders the preparation of services 
for the market of special significance to the merchandising 
executive. The income of individuals constantly varies in 
amount. Business organizations change their forms. ‘The 
risks encountered in some enterprises become greater and 
likewise become less in other enterprises. Consequently, it 
becomes necessary for the financial merchandiser to appraise 
each changed condition and each revision or modification of 
law which permits him and enables him to offer new forms 
of services to his customers. 'The merchandiser who fails 
to keep the services offered by his institution available in 
such forms that they will appear attractive to customers 
and prospects in the light of changed conditions will soon 
find that his institution will have lost its former position in 
the particular market. 


Summary.—Determination of the services which finan- 
cial institutions shall render cannot be made on a basis 
which would tend to make uniform the services offered by 
all of these institutions. Selection of the services which an 
institution will offer is a problem to be solved in considera- 
tion of conditions surrounding a given institution, and is 
just as much of a marketing problem for that organization 
as selection of the products and the forms in which he will 
offer the products selected is a problem for the grocer, dry- 
goods storekeeper, or manufacturer. The question of the 
services to be offered can more or less readily be settled 
upon the basis of the principles stated above and by experi- 
mentation. It is a question which constantly confronts the 
banker for new developments tend to render old services 
obsolete, and give rise to situations which warrant the 
offering of new services. 
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INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


HEAVY GOVERNMENT 
FINANCING 


T= invitation to subscriptions for 
an issue of Treasury notes in ex- 
change for Liberty loan bonds 
bearing 41/, per cent., and for the ex; 
change of 31/4, per cent. bonds for the 
41/, Liberty loans, made last month, calls 
attention to the large financial opera- 
tions of the Treasury. 

Lately the banks have shown consider- 
able reluctance to add largely to their 
present heavy holdings of government 
securities. This disposition on the part 
of the banks, and the fact that the re- 
cent financial operations came at a time 
when the governments were showing 
considerable market weakness, rendered 
the recent offering less immediately suc- 
cessful than had been the case with pre- 
vious offerings. 

Maintenance of the public credit is a 
matter of supreme concern, not to the 
Treasury alone, but to the country gen- 
erally. Any serious impairment of this 
credit at the present time would pre- 
cipitate a grave banking crisis, because 
of the fact that the banks now hold 
such a large volume of government notes 
and bonds. 

Fortunately, revenues are showing a 
decided increase, but conversely the out- 
look for decreased government outlays 
in the near future is far from reassur- 
ing. One encouraging factor in the 
debt situation, however, should not be 
overlooked, and that is the reduction of 
the burden of carrying the debt due to 
the lower interest rates secured in the 
various refunding operations. 


THE TREASURY SITUATION 


ROM a recent address by the Sec- 
retary of the Treasury, the follow- 


“ ing information is obtained regard- 
ing the public finances. 
On March 4 of last year, when this 


Administration came into office, the 


Treasury's cash balance amounted to 
about $200,000,000. By June 30, 1934, 
this cash balance had risen to nearly 
$1,800,000,000, an increase of about 
$1,600,000,000. If this gain in cash is 
deducted from the gross increase in the 
public debt, the net increase becomes 
$4,400,000,000 instead of $6,000,000,- 
000. 

But we have another cash drawer in 
the Treasury, in addition to the drawer 
which carries our working balance. This 
second drawer I will call the “gold” 
drawer. In it is the very large sum of 
$2,800,000,000, representing “profit” re- 
sulting from the change in the gold con- 
tent of the dollar. Practically all of 
this “profit” the Treasury holds in the 
form of gold and silver. The rest is in 
other assets. 

I do not propose here to subtract this 
$2,800,000,000 from the net increase of 
$4,400,000,000 in the national debt— 
thereby reducing the figure to $1,600,- 
000,000. And the reason why I do 
not subtract it is this: for the present 
this $2,800,000,000 is under lock and 
key. Most of it, by authority of. Con- 
gress, is segregated in the so-called 
stabilization fund, and for the present 
we propose to keep it there. But I 
call your attention to the fact that ul- 
timately we expect this “profit” to flow 
back into the stream of our other reve- 
nues and thereby reduce the national 


debt. 


TWO CASH DRAWERS IN USE 


We have, then, in effect, two cash 
drawers in the Treasury—one contain- 
ing our working balance, which is $1,- 
600,000,000 larger than on March 4 of 
last year, and the other containing 
$2,800,000,000, representing the “profit” 
on devaluation. But in addition to cash 
drawers, we also have a safe. And in 
that safe we have some very valuable 
securities—securities consisting of notes 
and other obligations held by various 
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agencies in which the Government has 
an interest. 

A complete statement of the net as- 
sets of this kind has never before been 
published by the Government. I am 
giving out such a statement this eve- 
ning for publication in tomorrow morn- 
ing’s newspapers. From now on I will 
do this regularly once a month. I am 
doing this so that you can always have 
access to an accurate, full and up-to- 
date account of the financial position 
of our Government. 

The assets I am now describing may 
be classified in two groups. The first 
group consists of assets of agencies 
which are wholly owned by the Govern- 
ment and wholly financed with govern- 
ment funds. In this group belong the 
Reconstruction Finance Corporation, 
the Public Works Administration, the 
Export-Import banks and a number of 
other agencies financed entirely by the 
Government. Between March 4 of last 
year and June 30 of this, the net in- 
crease in the assets of these agencies 
amounted to $1,095,000,000. 

What are these assets, and can we 
rely on them to contribute in due time 
to reduction of the national debt? They 
consist for the most part of such items 
as preferred bank stock and capital 
notes, cash, investments and other prop- 
erty, and loans made to public and 
private borrowers 

In the Treasury we recognize, of 
course, that it may later be necessary 
to write off certain losses, but the qual- 


ity of the collateral which secures the 
various loans; the good credit of our 
state and local governments; the record 
of private business in meeting its ob- 
ligations, all combine to give assurance 
that the losses of the national Gov- 
ernment will not be substantial. 

So much for the first group of as- 
sets—those which will eventually be 
available for reduction of the national 
debt. There is also a second group, 
representing assets owned by agencies 
which are in part financed by the sale of 
their own obligations to the public. In 
this group belong the Federal Land 
banks, the Home Loan banks and other 
similar agencies. These assets have a 
somewhat different status. They will 
not be available, as will those in the 
first group, for reduction of the na- 
tional debt. 

But we may note, while we are tak- 
ing an inventory of our position, that 
the Government’s share in the net as- 
sets of this second group has increased 
by $766,000,000 during the present 
Administration. 

We may also note, outside of the 
present inventory, other very real and 
tangible assets in the form of better 
roads, better housing, huge new dams 
and power plants, modern public build- 
ings and other projects which, financed 
in whole or part by Federal funds, 
have increased the real wealth of the 
country. 

Finally, to complete the picture, it 
needs to be pointed out that the Gov 
ernment has, in addition to its public 
debt, a contingent liability on obliga 
tions issued by the Home Owners Loan 
Corporation and by the Federal Farm 
Mortgage Corporation. But these ob- 
ligations were issued in exchange for 
mortgages on homes and farms, con- 
servatively appraised at values in ex’ 
cess of the amount of such obligations. 


RECAPITULATION OF ASSETS 


Let me sum up at this point and 
recapitulate the figures I have used in 
this stocktaking of our position: 
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The gross increase in the national 
debt between March 4, 1933, and 
June 30, 1934, amounted in round 
numbers to $6,000,000,000. Against 
this gross increase we can, offset, either 
now or ultimately, the following assets: 

(1) An increase in the Treasury’s 
cash balance of $1,600,000,000; (2) 
the “profit” of $2,800,000,000 resulting 
from: the reduction in the gold content 
of the dollar; (3) the increase in the 
net assets of the agencies wholly owned 
and financed by the Government, 
amounting on June 30, 1934, to $1,- 
095,000,000. This is wholly aside from 
an increase in the capital investment 
of the Government in agencies which 
are partially financed by funds raised 
outside of the Treasury. 

From this survey of our assets and 
liabilities—this inventory of the Gov 
ernment’s financial position at the close 
of the last fiscal year on June 30—let 
us turn now to the new fiscal year 
beginning July 1, 1934. We find that 
in July and August, the first two 
months of this new year, the Govern- 


IN PRINCIPAL CITIES 


ment’s expenditures continued to ex- 
ceed its revenues and hence the na- 
tional debt continued to increase. But 
this had been anticipated. Let us note 
the landmarks by which we have been 
charting our course. 


THE NATIONAL DEFICIT 


The President estimated in his first 
budget message to Congress that the 
national deficit, including both ordinary 
and emergency expenditures, would 
amount during the six months from 
January to June, 1934, to about six 
billion dollars. He also estimated that 
the deficit for the twelve months from 
July, 1934, to June, 1935, would be 
about two billions. 

The total deficit thus forecast for the 
eighteen months from January, 1934, 
to June, 1935—the eighteen decisive 
months in which the Federal Govern- 
ment expected to be called upon to 
meet both the heaviest expenditures 
for relief of unemployment and the 
largest expenditures in its recovery pro- 
gram—amounted to $8,000,000,000. 
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This is the basis on which the Ad- 
ministration planned last January, and, 
with one exception, it is the basis on 
which funds were requested of Con- 
gress. The exception consists of an ad- 
ditional $525,000,000 appropriated for 
drought relief. So severe a drought 
could not possibly have been foreseen 
when the budget estimates were pre- 
pared. The President, therefore, re- 
quested an additional appropriation for 
this purpose. But at every other point 
requests for funds were held strictly 
within the eight-billion-dollar estimate. 
In this policy Congress co-operated. 

Six billion dollars, then, was the es- 
timated deficit for the six months from 
January, 1934, to June, 1934, and 
$2,000,000,000 for the twelve months 
from July, 1934, to June, 1935. How 
large a deficit did the Government ac- 
tually have for the six months from 
January to June, 1934? 

Some of our plans moved into action 
more slowly than had been anticipated; 
emergency expenditures were accord- 
ingly less than had been forecast, and 
the deficit for this period was about 
three billion dollars instead of | six. 
Authorization has, therefore, been car- 
ried forward into the new fiscal year 
to spend the three billions which were 
not spent in the period from January 
to June, 1934, plus the added provi- 
sion for drought relief. 

Whether we shall actually spend 
these three billions, as well as the ad- 
ditional funds which the President es- 
timated would result in a deficit of 
two billion dollars in the fiscal year 
ending June 30, 1935, will depend 
upon developments which cannot be 
foreseen at this time. But, even if 
the deficit for the new year, exclusive 
of drought relief expenditures, should 
reach five billions instead of two, the 
combined deficit for the period of 
eighteen months from January of 1934 
to June of 1935, would still be no more 
than the eight billions on which we 
originally planned. 

Supplementing Secretary Morgen- 
thau’s statement, a detailed report was 
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presented showing the assets and lia- 
bilities of the Treasury. 


DECLINING RAILWAY 
REVENUES 


Bes gross and net earnings of 


the railways of the country de- 

clined in July. Commenting on 
this fact, The Financial Chronicle, in 
its issue of September 15, says: 

“That seriously adverse conditions 
once again are being encountered by 
the railroads of the United States is 
made plain by our tabulation of gross 
and net earnings for the month of July, 
presented herewith. In contrast with 
the sharp improvement evident in July 
of last year, both gross and net earn- 
ings now reflect a contrary tendency. 
Gross revenues from the operation of 
the roads show a decrease of $17,757,- 
929, or 6.05 per cent., as compared 
with July, 1933, while the net earnings 
reflect the far more drastic decline of 
$31,234,339, or 31.61 per cent. The 
downward trend of gross revenues is 
due, of course, to the general decline 
of business throughout the nation, and 
a corresponding effect upon the net 
revenues is to be anticipated. Note- 
worthy, however, is the much greater 
decrease of the net earnings, and in 
this connection it may be pointed out 
that the managers of the roads are now 
struggling with sharply increased costs 
of operation occasioned by the national 
recovery program. Although the prices 
of many materials that are needed by 
the carriers have been increased in- 
ordinately through governmental action 
and interference, the railroads are re- 
ceiving little support in their pleas for 
higher rates, which are a_ perfectly 
natural result of the current situation 
in which they find themselves. 

“The more severe decline of net 
earnings as against gross earnings 1s, 
in itself, a matter for concern, but 
this aspect of the railroad problem be- 
comes additionally grave when it is 
remembered that the new railroad pen- 
sion law, if upheld by the courts, will 











lia- 


ngs 


ine 


net 
te- 
ter 

in 
yut 
Ww 
sts 
val 
>es 


re’ 
‘or 
tly 
on 


n- 


ill 





INVESTMENT AND FINANCE 409 


entail further large expenditures in op- 
erations. The comparison we now pre- 
sent is with a period of last: year in 
which very substantial recovery from 
the business paralysis of the earlier 
months of 1933 already had been 
achieved. In July of last year a very 
handsome improvement in both gross 


Month of July— 1934 


Miles of road (146 roads) .. 
Gross earnings 


Operating expenses 
Ratio of earnings to expenses 


Net earnings 


and net earnings was reflected, as 
against the same month of 1932, the 
gain in gross earnings being no less than 
$59,691,784, or 25.13 per cent., while 
net earnings increased $54,334,821, or 
117.74 per cent. These increases, al- 
though large in themselves, were modest 
in comparison with the appalling and 
continuous losses recorded in earlier 
years, and it is thus the more regret- 
table that the upward tendency noted 
a year ago could not be continued. It 
may be added that there are no qualify- 
ing circumstances in the comparison of 
earnings for July this year with the 
same month of 1933, as each month 
contained five Sundays.” 

+ 

Among the causes which, in the 
opinion of The Chronicle, have con- 
tributed to this decline in railway 
revenues are the falling off in business, 
the drought and industrial strikes. 


239,160 
$275,583,676 $293,341,605 —$17,757,929 6.05% 
208,014,185 

75.48% 


$67,569,491 





GENERAL MOTORS STOCK- 
HOLDERS 


HE total number of General Mo- 
tors common and preferred stock- 
holders for the third quarter of 


1934 was 349,524 compared with 
348,230 for the second quarter of 1934 


1933 Inc. (+) or Dec. (—) 
240,882 —1,722 0.71% 


194,537,775 
66.32% 


$98,803,830 —$31,234,339 31.61% 


+13,476,410 6.93% 
+9.16% wrk 





and with 355,789 for the third quarter 
of 1933. There were 330,475 holders 
of common stock and the balance of 
19,049 represents holders of preferred 
stock. These figures compare with 
329,495 common stockholders and 18,- 
735 preferred for the second quarter 
of 1934. 


NEW CORPORATE ISSUES 
Pe the eight months ending with 


August 31, the issue of corporate 
securities, as compiled by The 
Financial Chronicle have been as fol- 
lows: 
Me. °225 oy x ichw a ebecs $365 458,299 
RR 2 oats et icly ae nes 329,047,898 
If one goes back to the earlier years, 
it will be seen how greatly these issues 
have declined. 
PRN | Sco tisreignle $2,238,277,073 
PPA oheKa eect cn 4,583,098,981 





JUST OUT! 


Eighth Edition of America’s 
Most Popular Banking Book — 


Here is a book which has come to 
be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years' experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for.your copy 

of this valuable 

book TODAY and see 
for yourself how 
thoroughly Mr. Kniffin 
has covered his field. 


BANKERS PUBLISHING CO. 


BANKERS PUBLISHING COMPANY 
Book Dept.—465 Main St., Cambridge, Mass. 
Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 
check for $5.00. 





FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


UTSIDE the purely financial 
() realm some recent events in 

Europe are bound to have an 
important influence on affairs in that 
part of the world. Poland, by dissent- 
ing from some of the provisions of the 
Treaty of Versailles in reference to the 
treatment of minorities, has withdrawn 
somewhat from co-operation with 
France, England and other of the late 
Allied powers and has taken a posi- 
tion more in accord with German views. 
France and Italy seem to have reached 
a better understanding as to their rela- 
tions, thus removing what has long been 
a disturbing element in the European 
political situation. Russia gains admis- 
sion to the League of Nations. Italy 
is showing ever closer contact with 
Austria, both political and financial. 
Beyond these important developments, 
the European situation shows no de- 
cided change. While France and Eng- 
land are not pleased at the new policy 
announced by Poland—and this con- 
stitutes a disturbing element—the other 
realignments are generally interpreted 
as making for peace. 


GREAT BRITAIN 


For some time the improved condi- 
tion in the British Isles has been at- 
tracting world-wide attention. Accord- 
ing to Lloyds Bank Limited Monthly 
Review for September, “it is fair to say 
that British trade is keeping up reason- 
ably well. We must, it is true, en- 
visage the contraction of certain of our 
foreign markets for some time to come, 
but taking our trade as a whole, both 
home and overseas, the immediate future 
can be viewed with a fair degree of 
assurance.” 

Less favorable is the view taken by 
the Monthly Review (August-Septem- 
ber) of the Midland Bank. It says 
that “the record of business in the past 
quarter is in more than one sense dis- 


appointing. Foreign affairs and home 
conditions have conspired to check the 
upward trend of employment and to 
render the outlook more obscure than 
for some time past.” 

The Monthly Review of Barclays 
Bank Limited (August) finds that “sea- 
sonal influences have resulted in a 
slackening of activity in various direc- 
tions during July, but otherwise there 
has been no material alteration in trad- 
ing conditions and the position, as a 
whole, still shows considerable improve- 
ment compared with a year ago. A 
favorable feature has been the continued 
expansion in the external trade of the 
United Kingdom over the figures for 
the corresponding period of 1933, while 
the decline in imports and British ex- 
ports frequently experienced in June 
was only slightly in evidence this year.” 

Favorable foreign trade figures are 
thus mentioned in the Westminster 
Bank Review (August). 

“The returns of our overseas trade 
during July were on the whole satis- 
factory. As compared with those for 
the previous month, which had the 
same number of working days, imports 
were about £3 millions less and total 
exports about £1 million more. In com- 
parison with the figures of a year ago, 
imports, at £58,026,218, and total ex- 
ports, at £37,358,340, showed advances 
of £4,311,460 and £3,087,270, respec- 
tively.” 


New Capital Issues 


Statistics compiled by the Midland 
Bank Limited show that the new capi- 
tal issues in the United Kingdom for 
August, 1934, aggregated £9,878,000 
compared with £21,208,000 for the 
same month of 1933. For the eight 
months to August 31 the issues were: 
in 1934, £93,898,000; 1933, £96,538,- 
000. 
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SONA 


| The National Bank of New Zealand, Ltd. 


Subscribed Capital - 


Paid-up Capital - - : ° : ; 
Reserve Fund (Invested in Government Securities) - 
Reserve Liability of Shareholders : - 


- $30.000,000 


$10,000,000 
$10,000,000 
$30,000,000 


$50,000,000 


7 Head Office : 8 Moorgate, London, E.C. 2 


Secretary and London Manager, A. O. NORWOOD 


Chief Office in New Zealand: Wellington 


General Manager, SIR JAMES GROSE 


95 Branches and Agencies 
Throughout New Zealand 


Bills of Exchange Collected 


Wool and Produce Credits Arranged 


= All Classes of Banking Business Undertaken 
ENA 


GERMANY 


Reviewing Germany's economic de- 
velopment during the first half of 1934, 
the report presented by the Reichs- 
Kredit Gesellschaft says: 

“The internal situation in Germany 
was characterized during the first half 
of 1934 by a further revival of eco 
nomic activity as a result of the ener- 
getic measures for the creation of work 
undertaken in the late autumn. The 
winter months showed a _ practically 
continuous rise in the level of employ- 
ment so as to more than counteract the 
usual seasonal shrinkage. In spring this 
revival continued at an increased rate. 
By the end of May the number of em- 
ployed persons reached 15.6 million, 
representing a reabsorption of about 
tour million compared with the low 
point of January, 1933. 

“The result of this has been to bring 
the productive forces of the German 
economy into greater efficiency. The 
industrial capacity which in recent years 
412 
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was only used to a small degree is now 
more extensively employed. A marked 
improvement in the returns in various 
branches of industry has _ followed, 
since, wage costs remaining the same, 
the burden of overhead costs, distributed 
over a larger volume of output, rela- 
tively decreased. German agriculture 
has shared in this up-swing owing to 
the simultaneously increasing consump- 
tion of its produce, and its position has, 
further, been substantially improved by 
extensive protective measures. In this 
connection the legally decreed mainte- 
nance of a two months’ supply of bread 
cereals in the mills may serve as a 
valuable national reserve in case of bad 
harvest.” 


ITALY 


The trade deficit of Italy at the end 
of July stood at 1,543.6 million lire, 
against 877.8 million for the first seven 
months of 1933. 

The government has just signed a 
new trade agreement with Portugal 
which replaces that negotiated in 1911 
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and is expected to stimulate exchanges 
between the two countries. 

A provisional agreement of one year’s 
duration has also been signed with 
Mexico which once more places the 
trade between the two countries on a 
definite basis, lacking ever since 1926, 
when the former treaty lapsed. It is 
drafted on lines similar to those fol- 
lowed in other recent agreements with 
Latin American countries and will be 
replaced in due time by a regular com- 
mercial treaty. 

Industrial production is showing an 
upward turn, while in the field of 
government finance recent statements 
show gradual improvement as the effect 
of economies begins to make itself felt. 
Thus the budget statement for July 
shows a deficit for ordinary and ex- 
traordinary expenditure of 135 million 
lire, as against a deficit of 354 million 
in July, 1933. This improvement it is 
expected will be more marked as the 
year proceeds and the benefits of the 
recent debt conversion make themselves 


felt. 
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POLAND 


The international banking crisis of 
1931 caused a sudden and sharp con- 
traction of foreign capital deposited in 
Polish banks; the recalling of foreign 
moneys from Poland continued all 
throughout 1932 and the outflux slack- 
ened only in the first half of 1933, a 
slight return movement of foreign capi- 
tal becoming apparent toward the end 
of the year. 

The foreign indebtedness of the Polish 
banks amounted to 238.6 million 
zlotys at the end of the first quarter 
of the current year, this being only 
4.9 million zlotys more than at the 
end of the third quarter of 1933, but 
still 55.0 million zlotys less than a year 
ago. Of this total 93.2 million zlotys 
were foreign balances of time-deposits, 
while 75.5 million were credit balances 
of foreign banks with their branches 
operating in Poland. The foreign lia- 
bilities of Polish banks amounted to 
67.3 million zlotys and sight-liabilities 
to 49.6 million. 
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worst world depression. 





A bank which progressed and 
local and world-wide depression is a clean Asset in your trade re- 
lations with the market involved. 


LA PREVISORA NATIONAL BANK OF CREDIT 


IN GUAYAQUIL, ECUADOR, S. A. 


holds 54% of the aggregate Banking deposits, and 
49% of all Foreign Collections on this market 


Our standard of service brings new friends every day. 
Our conservative policy safeguards our customers during the 
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The most important creditor group 
were German banks to the amount of 
57.8 million zlotys, of which, however, 
53.3. million zlotys represented debit 
balances of German bank branches in 
Poland with their head offices. France 
had a credit balance of 49.6 million 
zlotys with Polish banks; England a 
balance of 47.5 million zlotys, and Aus- 
tria 18.7 million. 

During the past half-year the gold 
reserves of the Bank of Poland have 
been constantly increasing and by the 
end of June amounted to 490 billion, 
one million zlotys, as compared to the 
amount of 475.6 million for January f, 
1934. The increase in gold reserves 
with the Bank of Poland represents 
14.5 million zlotys. This increase in 
the first place must be attributed to 
liquidation of stocking up gold coins. 
In connection with the increasing con- 
fidence of the population toward the 
government’s activities and to its ac- 
tual tendency to hold the zloty on gold 
parity, it is to be expected that this 
increase of gold reserves will continue. 


FINLAND 


Writing in the Quarterly Review, 
published by the Nordiska Forenings- 
banken for August, Professor Br. Su- 
viranta, lecturer in economics at Helsing- 
fors University, says: 

“There has been a rapid recovery in 
economic activity in Finland of late in 
almost all spheres of production. The 
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question now, is, whether it is possible 
in these circumstances to consider that 
Finland has left the depression behind 
and has entered on the next phase of 
the business cycle, that of trade re- 
vival. I should feel inclined to answer 
this question in the affirmative. In 
agriculture, it is true, the position is 
still unsatisfactory, but this is partly 
due to structural changes in the eco 
nomic organism. At all events it is 
clear that there are dynamic forces in 
our midst pointing to recovery. 

“In the first place it should be noted 
that economic conditions have attained 
a degree of liquidity that is exceptional 
in Finland. I will give the following 
instances to illustrate this. Last June 
deposits in the Finnish Joint Stock banks 
exceeded the credits granted by them, 
whereas only a few years ago credits 
exceeded deposits by over 2000 million 
marks. The great liquidity of economic 
conditions is also illustrated by the fact 
that the short-term foreign indebtedness, 
which was estimated at 3100 million 
marks at the end of 1929, has been 
redeemed entirely. The business re- 
vival can therefore base itself on a 
financial organization that has very 
great possibilities of expansion.” 


DENMARK 


It is learned from the Monthly Re- 
view (August) issued by Den Danske 
Landmandsbank that the agricultural 
balance of trade of Denmark, computed 








Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 
Founded 1848. Telegraphic address: Kreditkassen 
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Paid up capital 
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by the Agricultural Council, shows total 
exports of agricultural produce in the 
first six months of 1934 amounted to 
Kr. 430,000,000, which was Kr. 19,- 
000,000 less than in the corresponding 
period of 1933. At the same time the 
imports of raw materials for agricul- 
ture were reduced by Kr. 24,000,000 
to Kr. 71,000,000, and the result was 
an excess of exports of Kr. 359,000,000 
against Kr. 354,000,000 in January- 
June, 1933. 

The total balance sheet of the lead- 
ing banks, which at the end of June 
was increased by Kr. 98,700,000, was 
reduced in July by Kr. 74,800,000, after 
which it amounted to Kr. 1,426,100,000. 
Total deposits were reduced by Kr. 
65,500,000 as the result of a reduction 
of deposits in current account of Kr. 
75,000,000 and an increase of pass- 
book and time deposits of Kr. 9,500,000. 
On the liability side there was further 
an increase of the debt to correspond- 
ents in Denmark of Kr. 6,600,000, while 
the debt to correspondents abroad was 
increased by Kr. 2,400,000. At the 
same time the credit balances with cor- 
respondents in Denmark were reduced 
by Kr. 700,000 and credit balances 
with foreign correspondents by Kr. 8,- 
400,000, the net credit balance with 
the latter being thereafter Kr. 3,900,- 
000 against Kr. 14,700,000 at the end 
of June. 

Further on the asset side, there was a 
reduction of loans by Kr. 7,700,000, 
and of the cash in hand by Kr. 21,200,- 
000, and of the holding of securities by 
Kr. 3,400,000. 


DUTCH EAST INDIES 


Treating of recent economic develop- 
ments in the Dutch East Indies in its 
July issue, the publication of the Neder- 
landsche Handel-Maatschappij, Amster- 
dam, says: 

Looked at against the background of 
the extremely severe depression the 
Indies went through in the past four 
years, a slight improvement has become 
noticeable. The Indies being to all prac- 
tical purposes an agricultural country 
exporting by far the greater part of 
what it produces, the country’s export 
trade forms an indication of its eco- 
nomic situation. This trade, for the 
first time since the depression, shows, 
as may be derived from the following 
figures, if little at least some sign of 
improvement. 


1933 1934 

(in millions of guilders) 
re 37.8 39.7 
Si ne 3 ee 42.3 
pe Me | 


Exports 


January 
February 


The improvement applies more par- 
ticularly to rubber, coffee and tin, and 
to a smaller extent also to tea, of which 
four products exports show the follow- 
ing development: 


January/March 
1933 1934 
(in thousands of guilders) 


Rubber: 


Plantation 32s 11,074 
6,488 
5,055 
4,467 


9,707 
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INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 











ARGENTINA 


Business conditions in Argentina, as 
reported (July) by Ernesto Tornquist & 
Co., Ltd., show the following general 
characteristics: 

The national finances continue on a 
sound basis. 

There was considerably increased 
business activity in the quarter. 

The foreign trade figures show ap- 
preciable improvement, for which the 
rise in the prices of our export products 
due in part to the depreciation of the 
peso is largely responsible. ‘There was 
accordingly an important increase in the 
favorable balance of trade. There have 
been no outstanding developments in 
the exchange market. 

Shipments of cereals and linseed are 
being effected on a large scale, the in- 
crease in maize exports being especially 
noteworthy. The wool market is less 
active and prices have fallen. The re- 
sults of the cotton crop were satis- 
factory and prices are at a remunera- 
tive level. Exports of chilled and 
frozen meat are again lower. Condi- 
tions on the freight market have been 
active, with an upward tendency in 
freights. Petroleum production was 
maintained at last year’s level. 

The banking movement shows no im- 
portant change, rates of interest being 
as before. Failures for the first six 
months of the year were much lower 
than in the like period of 1933. There 
has been considerable improvement in 
the clearing movement. Conditions on 
the stock exchange were active and 
prices are firmer. The working results 
of both the state and the private rail- 
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ways as a whole compare favorably 
with the corresponding quarter of 1933. 
On the other hand, there has been a 
further fall in the receipts of the tram- 
ways and underground railways in 
Buenos Aires. 

Foreign trade for the first six months 
of the year amounted to $1,222,301,000 
paper as against $1,011,469,000 in 1933, 
an increase of $210,832,000 or 20.8 per 
cent. 

There was a favorable balance of 
trade for the period under review of 
$212,060,000, an increase of 41.4 per 
cent. on that of the year before, $149, 
938,000. 


SOVIET UNION 


Industrial production for the first 
six months of 1934 amounted to 17.8 
billion rubles, an increase of 19.7 per 
cent. over the corresponding period of 
1933. Of this total, output of pro 
ducers’ goods, totaling 10,871 million 
rubles, showed the greatest gain over 
1933—26.5 per cent. Production of 
consumers’ goods amounted to 6943 
million rubles, an increase of 10.6 per 
cent. over 1933. 

The commissariat for heavy industry 
increased its production by 29.3 per 
cent. over the previous year; the com- 
missariat for internal supply and the 
committee for procurements of the 
council of people’s commissars were 
next, with 23.3 and 25.4 per cent. re- 
spectively. The commissariats for light 
industry and lumber showed the least 
gain for the period, increasing their 
production by only 3 and 8.6 per cent. 
respectively. 
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and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. Inquiries and correspondence invited. 





JAPAN 


The Oriental Economist (August) de- 
scribes the economic situation in Japan 
as follows: 

“Between July 7 and 14 government 
deposits at the Bank of Japan gained 
by yen 177,226,060, while the bank's 
state security portfolio increased only 
yen 118,769,433. Moreover, such se- 
curity holdings as of July 21 recorded 
another reduction, below the level of 
June 30. This was due to brisk bid- 
ding by commercial banks and other 
institutions for these bonds in order to 
provide outlets for their accumulation 
of loanable funds, for which profitable 
employment is hard to obtain in the 
prevailing slack market. 

This policy of liberal financing both 
for filling up fiscal deficits and at the 
same time for delivering business and 
industry from depression, the Bank of 
Japan purchasing the flotations, was in- 
augurated in November, 1932. Up to 
July 14 the Bank of Japan’s purchases 
of such securities exclusive of treasury 
notes and rice certificates have amounted 
to the huge total of yen 1,725,000,000. 
All this while the Bank of Japan’s 
government securities holdings have 
fluctuated as follows: As of October 
31, 1932, yen 267,000,000; December 
31, yen 565,000,000; December 31, 
1933, yen 666,000,000; and July 21 
this year, yen 471,000,000. In other 
words, during the period between Oc- 
tober 31 and December 31, 1932, there 
was an abrupt increase in such hold- 


ings, but thereafter there has not been 
any appreciable expansion. The figures 
for July 21 this year showed a de- 
crease of approximately yen 100,000,- 
000 from the end of 1932, and as com- 
pared with the amount outstanding at 
the close of October of that year the 
increase was only yen 204,000,000. 
That is to say, out of a total bond 
financing of yen 1,725,000,000 no less 
than yen 1,500,000,000 has disappeared 
from the vaults of the Bank of Japan. 
Needless to say, the latter figure repre- 
sents purchases by commercial banks, 
insurance firms, trust companies, and 
others. In spite of these commitments, 
the institutional buyers have never dis- 
carded their policy of investing surplus 
funds in government bonds, as they an- 
ticipate a still lower level of money 
rates. Put in another way, this fact 
indicates that money costs in Japan are 
destined to work off still further. The 
government's issue of 4 per cent. bonds 
on July 14 and on previous occasions 
notwithstanding, it is now widely be- 
lieved that before long the authorities 
will be figuring on a 314 per cent. bond 
project. 

A finance department report on the 
condition of the commercial banks of 
Japan as of June 30 sheds much light 
on the prevailing money market, as be- 
ing characterized by an overabundance 
of funds looking for employment. At 
the date named the combined deposit 
resources were yen 9,144,000,000, an 
increase of yen 529,000,000 over the 
same term last year. 
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Bank of Montreal (September 22 

the following information is gained: 
“Business in general has been char- 
acterized by steadiness and the third 
quarter of 1934 is drawing to a close 
with most economic indices higher than 
during the second and first quarters, 
and showing marked advances as com- 
pared with the similar period of 1933. 
Car loadings continue to mount, being 
now well in excess not only of last year 
but of 1932 also. Foreign trade re- 
corded expansion again in August 
and for more than a year has shown 
a continuous increase compared with 
the figures of the previous year. Gross 
railway earnings in August were up 
$1,142,600 over last year. After show- 
ing a decline in August, bank clearings 
in the first two weeks of the current 
month were larger than in the cor- 
responding period last year by $132, 
796,500, or 26.8 per cent. Industrial 
operations are moderately active. Pro- 
duction of motor vehicles greatly ex- 
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ceeds that of last year, with correspond- 
ing increase in output of tires. Forest 
products are being marketed in larger 
quantity. Output of newsprint con- 
tinues on an enlarged scale compared 
with recent years. Building operations 
are slowly extending to the advantage 
of allied trades. 

“The official crop forecast of Sep- 
tember 11 places the yield of the present 
wheat harvest at 277,304,000 bushels 
(265,000,000 bus. in the Prairie Pro- 
vinces), which is slightly higher than 
last year. The crop, however, will 
come on the market at prices from 20 
per cent. to 25 per cent. above last 
year’s levels, with corresponding in- 
crease in the farmers’ purchasing power. 
Still more important from the general 
standpoint is the prospect of increased 
sales out of the accumulated surpluses 
held for export. Increased remittances 
into the country as well as_ heavier 
movements of grain in Eastern Canada 
may reasonably be anticipated. 

“In August the foreign trade 
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amounted to $99,344,000, imports ac- 
counting for $43,507,000 and exports 
for $55,837,000, the increase over last 
year being $15,462,500, or 15.6 per 
cent. For now sixteen months exports 
and for thirteen months imports have 
shown continuous gain over the corre- 
sponding period of the preceding year. 
Excess of exports over imports was 
$12,329,700 in August, and in the last 
twelve months has aggregated $143,- 
728,000. In the five elapsed months 
of the current fiscal year Canada’s 
foreign trade totaled $483,395,000, 
against $371,341,000 in the correspond- 
ing period last year, being an increase 
of $112,053,000, or 30 per cent. Out- 
standing in the export trade in August 
is the increased value of wheat, $12.,- 
868,000 compared with $6,656,000 in 
the corresponding month last year; 
while exports of meats, motor vehicles, 
planks and boards and nickel were 
also larger. 

“In the first half of the current year 
mineral production had a value of 
$131,942,000, against $90,647,000 in 
the corresponding period last year, an 
increase of 45 per cent. Gold mined 
had a value of $49,862,000, of which 
$36,065,000 was produced in Ontario. 
There was a larger output of nickel 
and copper, that of nickel being 63,- 
316,680 pounds and of copper 177,052,- 
000 pounds. For the elapsed eight 
months of this year, ore receipts at the 
Trail smelter were 347,605 tons, against 
213,570 in the same period last year. 
The production of coal in Nova Scotia 
has been larger than for several years 
past. 

“Dominion revenues continued buoy- 
ant, being up by $2,000,000 over 
August, 1933, which brings the total 
increase since the beginning of the fiscal 
year to $24,000,000. The total of both 
ordinary and special expenditures for 
the year to date is down by $700,000.” 


THE SEASONAL DECLINE 


According to the Monthly Commer- 
cial Letter of the Canadian Bank of 
Commerce (September), the ‘seasonal 
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decline in Canadian business was more 
pronounced in August than in July, 
affecting secondary as well as major 
industries, but construction work in 
progress is estimated to be 50 per cent. 
greater than at this time last year. 

“Construction, though still of sub- 
normal volume, has now become a 
sustaining influence in national business. 
Contracts awarded in August for build- 
ing and engineering had a value of 
nearly $14,000,000, about $2,750,000 
in excess of those reported in July; 
most of this increase can be traced to 
new projects under the Dominion gov- 
ernment’s public works plan. This 
comparatively large volume of new 
work undertaken in August brought 
the total value of contracts for the first 
eight months of the year to $86,000,- 
000, the highest since 1932.” 

It is considered that a moderate in- 
dustrial revival during the first part of 
the autumn is in prospect, following 
the slight summer recession. 
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—stockholder-management _re- 
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to illustrate the various points. 


BANKERS PUBLISHING COMPANY 


465 MAIN STREET 


420 


CAMBRIDGE, MASS. 








i 


wee A 


| 2 





Bankers Discover a New Power in 
Public Relations 


N earnest band of some two hun- 
A men gathered during Sep- 
tember 10-14 at the Statler 
Hotel in Buffalo determined to discover 
through a well-directed interchange of 
ideas “How to Meet the Public’s De- 
mand for Financial Information.” Back 
to their own banks located in sixty-seven 
cities and twenty-four states they brought 
from this meeting new energies, new 
inspirations and new ideas with which 
to tackle the public relations problem 
during the coming year. 

For that problem of public relations 
is an important one. Fundamentally it 
is the problem of whether or not bank- 
ing in this country will be based on 
individual enterprise or governmental 
socialization. Small wonder, then, that 
these men, a great many of whom are 
leading bank executives, sought long and 
diligently for ways to utilize the right- 
ful weapon of public relations to the 
limits of their ability in vigorous, vital 
efforts to maintain our present banking 
system. 

Public relations is a science, exacting 
in its fine technical points and often 
heartbreaking because of the elusiveness 
inherent in its delicate structure. Years 
of association may bring a deep friend- 
ship between one man and _ another. 
Little things as well as big contributed 
to that friendship. How large a task, 
then, how great the attention to details, 
how sincere and earnest the endeavor, 
to woo and win the good will of many 
people, diverse in characteristics, needs, 
emotions and reactions to institutions 
which from their very nature labor un- 
der the handicap of being above the 
commonplace. 

It is understandable that leading bank 
executives and outstanding business men 
addressed the general sessions. They 
covered the broader phases, outlined the 
general problem, suggested ways and 


means of coping with it. Understand- 
able, too, that in the departmentals the 
technicians of the trade swapped ideas, 
experiences, told of failures and of suc- 
cesses and searched for more scientific 
methods, for constructive ideas, and for 
the inspiration and knowledge which 
would bring those ideas and methods the 
desired success. 

What was said? What was done? 
And how did they do it? The follow- 
ing brief digests will tell you. 


THE GENERAL SESSIONS 


LEWIS G. HARRIMAN! 
President, Manufacturers and Traders Trust 


Company, Buffalo, N. Y. 


Traced the history of banking from 
its inception. Primitive deposit banks 
issued receipts recognized in a limited 
degree among themselves thus avoiding 
risk of transporting actual currency. 
Then certain merchants borrowed the 
idle gold coins remaining on deposit, 
returning them shortly with a fee for 
their usage. Thus the birth of credit— 
the belief and faith of one individual in 
another to fulfill a contract. Today, the 
keystone of banking is public faith with- 
out which no bank could operate—wit- 
ness what happened in March, 1933. 
Through public relations, public faith 
can be held. People will understand 
that nobody could maintain the invested 
dollar at par when national wealth has 
shrunk more than a third. That banks 
cannot indulge in free services involving 
loss as they must profit from all transac- 
tions, like other businesses, to be sound. 
Believed that public relations efforts 
could bring closer appreciation of bank- 
ing problems and subsequent mainte- 
nance of public faith and confidence. 


* Public Spirited Banking. 
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F. N. SHEPHERD? 


Executive Manager, American Bankers 
Association, New York City 


Made the constructive point that in- 
ducements such as a maintenance of a 
day nursery for tired mothers, and many 
others of the same ilk, never have and 
never will build a bank spirited public. 
The millions of dollars spent by banks 
on such bait are therefore totally lost. 
What banks have to offer is inherent in 
bank operations. Banks are trustees sur- 
rounding deposited funds with an array 
of safeguards nowhere else to be found. 
Banks, through their multitudinous 
transactions, through honest and skillful 
management, render indispensable eco- 
nomic service to the community obtain- 
able through no other channel. Banks, 
through increased mobility, economy, 
and utility of the individual citizen’s de- 
posited funds enhance their real value 
to him. These are the messages to be 
brought to the public to create sounder 
understanding of the proper functions 
of banking in the nation’s life. Mr. 
Shepherd also outlined the specific ac- 
tivities undertaken by the American 
Bankers Association in an effort to assist 
banks in their public relations problems. 


HARRISON JONES? 


Executive Vice-President, Coca-Cola 
Company, Atlanta, Georgia 


The thinking of bankers has not been 
good enough as proved by the banker’s 
present situation, the events that have 
happened, and the public’s attitude to- 
wards banks. First, bankers must change 
their psychology from doing what they 
please and being responsible only to their 
owners, to pleasing the public and being 
responsible also to it as befits quasi- 
public institutions. This is necessary be- 
cause old thoughts, values, ideas have 
been ‘replaced by new concepts. The 
time has comé to practice self-revelation, 
remove the mystery and awe, and show 
people the inside workings of one of the 
world’s greatest businesses. The bank 


* Creating a Bank Spirited Public. 
* What the Average Man Asks. 


is a necessity in our economic life—is 
an adjunct to every individual and firm 
—makes a definite contribution—renders 
service fairly and honorably and at a 
fair profit—there is no chicanery nor 
sinister manipulation among honorable 
bankers—so why not say so! Chang- 
ing the thoughts of 120 million people 
cannot be done overnight. They must 
be reached continuously and every phase 
explained a dozen times in a dozen dif- 
ferent ways. Here is an opportunity 
for joint action of several years’ dura- 
tion. Banks have a story to tell and 
products to sell—if banks are going to 
sell they’ve got to tell. 


HARRY B. HALL# 


Vice-President, American Appraisal 
Company, Milwaukee, Wis. 


There is no longer fear as to the safety 
of banks, but the business public wants 
information on what the banks are doing 
besides taking in money. The average 
business man has three pertinent ques- 
tions which he would like his banker to 
answer. These are: 1. How long is my 
bank going to function as a warehouse 
for government bonds instead of as a 
commercial, industrial and agricultural 
financing agency for the community? 
2. In its administration of poor loans is 
my bank concentrating its entire atten: 
tion on ruthless attempts towards re- 
payment, or is it giving thought to the 
saving of business for the community? 
3. In applying for a loan why am I not 
referred to a bank representative who 
has had a sufficiently broad experience 
to comprehend my problem and at least 
give me constructive suggestions if the 
loan’s turned down? 


TALCOTT POWELL® 
Editor, Indianapolis Times, Indianapolis, Ind. 


American banking is suffering from 
a bad press, a condition that is absurd 
because the two enterprises are mutually 
interdependent. Main reason for this is 


*How the Business Man Questions His 
Bank. 

*What the Newspaper Man Wants to 
Know About Banking. 
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that the reporter, who is the blood and 
bone of a newspaper, who has the 
editor’s confidence, has been treated by 
bankers as an outcast or a leper. Re- 
porters are human—when treated openly 
and considerately they respect confidence 
—when treated reversely, their suspi- 
cions unconsciously are reflected the 
next day in the minds of depositors. 
Further suggestions made were not to 
place confidence in influence of adver- 
tising in editorial policy for if a news- 
paper will sell out to its readers for a 
price it will do the same to its adver- 
tisers. Use the publicity man as if he 
were a lawyer or investment counsel— 
and don’t expect the impossible of him. 
Make every bank statement compre- 
hensible to the layman. Summed up, 
bankers should be more open with press 
representatives. By so doing they will 
avoid ugly and disastrous rumors, will 
have a good press, and will find their 
confidence reflected in public confidence 
in them. 


JAMES P. WARBURG® 


Vice-Chairman, Bank of the Manhattan 
Company, New York City 


Private banking is on trial for its life. 
The case, now being prepared by the 
prosecution, will probably be decided 
this winter by the President as judge 
and Congress as jury, and by the still 
wider jury of public opinion. The case 
is that private banking having failed 
must be supplanted by government bank- 
ing. Both precepts are wrong. There 
has been no private banking system, but 
49 hodgepodge systems. That they 
failed under abnoraml strain doesn’t 
prove that government banking would 
stand up under similar strain. 

Loaning officers in private banks keep 
their jobs by achieving profitable results, 
an advantage over government banking 
where they would keep jobs by political 
influence opening the way through in- 
efficiency to corruption. 

Remedy is: 1. Thoroughly overhaul 
banking laws to conform with modern 


*Public Spirited Bank Policies. 
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requirements. 2. Then set up rigid 
standards assuring that bankers are really 
bankers. 3. Improve public relations. 

The real problem is whether we choose 
individual capitalism under a democratic 
form of government or state capitalism 
under the tyranny of a totalitarian state. 


ROY L. STONE‘ 
Vice-President, First Wisconsin National 


Bank, Milwaukee, Wis. 


Bank advertising and bank perform- 
ances frequently fail to match, result- 
ing in dissatisfaction to both banker 
and customer. To back up advertise- 
ments stressing personality and service 
everyone in the bank must deliver the 
goods. A loan officer can’t just say 
“No.” He must take the customer's 
viewpoint, explain his reasons, and try 
to apply a remedy. The customer is 
the real bank director for it is he who 
can make or break a bank. 

The public must be given what it 
wants and it is possible to satisfy those 
wants harmoniously with competent 
banking be they for Christmas clubs, 
simplified information on bank func- 
tions, pleasantness from bank employes, 
or economic leadership. With such in- 
gredients a bank could virtually write 
its own advertisements. 


ALEX F. OSBORN® 


Vice-President, Batten, Barton, Durstine and 
Osborn, Inc. 


That it is possible for large institu- 
tions to create public good will is shown 
by Ford and General Motors who have 
proved to public satisfaction that they 


give good values. This is shown also 
by the simple and human stockholders’ 
reports used in England (meetings really 
attended by stockholders) as opposed to 
the American ones which seem to be 
written for 50 public accountants. 
Bankers have built a wall of inacces- 
sability—a hangover from the old days 
—which must be broken down by word 
and deed if public support is to be won. 


‘Institutional Performances. 


* Effective Methods. 
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Bank statements must be made intel- 
ligible. And bankers can, without being 
cheap, talk to the average person in 
language which derives dignity from 
its very simplicity. Thus human rela- 
tions may be readily established as sur- 
veys show that most people know some- 
one in a bank, want to be friendly, and 
are willing to be met half way. 


SAVINGS DEVELOPMENT 
DIVISION 


JOHN R. CORNWALL? 
Assistant Accountant, Bank for Savings, 
New York City 

Banking by mail offers a_ solution, 
profitable to banks and satisfactory to 
the depositor, to the problem presented 
by the large population shifts in metro- 
politan centers. It affords a means to 


handle accounts for people living out- 
side the city and also for those who find 
it inconvenient to go to the bank. De- 
positors like the privacy of this type of 


banking. This privacy is further in- 
sured by the elimination of the bank’s 
return address on the envelope. 

Banking by mail is unquestionably 
profitable to banks. At least one banker 
has permitted himself to be quoted by 
saying that his mail accounts represent 
the cheapest money he has on deposit. 
These accounts can be handled by fewer 
clerks and with less cost than ordinary 
over-the-counter transactions. Banking 
by mail is a far less costly means to in- 
crease deposits than acquiring a dupli- 
cate banking office in a new location. 


MERRILL ANDERSON?!® 


President, The Merrill Anderson Company, 
New York City 


For savings advertising to be effective, 
Wwe must find what the reader knows 
about savings—how much past advertis- 
ing has affected him—what he still needs 
to know—what is still news to him— 
and what impresses him about a bank. 
If savings are to compete with retire- 


*Banking by Mail. 
* Meet Mr. Doe. 
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ment plans and other forms of insur- 
ance, the story must be told simply, in- 
terestingly and sincerely. It must be 
remembered that the reader has other 
matters than savings on his mind and 
that he doesn’t like to be patronized. He 
expects sensible, business-like advertis- 
ing. 


FRANK P. BENNETT, JR.!1 


Editor, The United States Investor, Boston, 
Massachusetts 


Savings banks now face a particularly 
severe competition which becomes more 
dangerous because it is based on an un- 
sound economic idea. This competition 
is installment plan selling which per- 
suades the public that this type of buy- 
ing is a species of thrift. The idea is 
that money in the bank is idle, while 
money spent, no matter how unwisely, 
is put into circulation and _ therefore 
benefits people generally. The savings 
banks must meet this sort of salesman- 
ship with salesmanship. There must be 
advertising and education. The banks 
must teach the public the folly of pre- 
ferring present enjoyment and of thrust- 
ing aside the problem of proper prepara- 
tion for the future. 


KENNETH M. MURCHISON!” 


Vice-President, Central Savings Bank, 
New York City 


Savings banks, of course, advertise 
Service. But how about those real es 
tate holdings that lie on their hands like 
a herd of white elephants? A savings 
bank cannot advertise such properties 
directly, for to do so would create undue 
speculation and suspicion. But through 
real estate brokers they can advertise 
them—if the private owners have found 
such advertising profitable, why not 
savings banks? Furthermore, the bank's 
public relations man, using the lever of 
human equation, can often achieve great 
co-operation and results by working with 
the broker. Many large, rent-paying 
depositors might be open to buying such 


* A School of 120,000,000 Students. 
* Applying Advertising to the Mortgage 
and Real Estate Problems of Savings Banks. 
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properties. Why not approach them 
through proper direct mail—many would 
undoubtedly show definite interest. The 
way, pointed out by individual owners 
and life insurance companies, could be 
profitably followed by savings banks. 


JULIA A. GLENN} 


Director of Public Relations, The Green 
Point Savings Bank, Brooklyn, N. Y. 


Advertising, unless backed up by the 
co-operation of bank employes at the 
point of sale, is a sharp weapon dulled. 
Outlining the three major campaigns of 
her bank, Miss Glenn then told why the 
third campaign clicked within the bank 
as well as without. The promise of the 
first campaign was not fulfilled on the 
bank floor. Employes, embroiled in petty 
jealousies, and deadened by the seniority 
rule, had no sympathy for advertising. 
During the second campaign a survey 
was made of the employe condition— 
an expert in training employes in the 
art of handling people was called in— 
meetings were held—and the idea went 
across. Employes now have an impetus 
for the seniority rule has been replaced 
by a merit system. Consequently the 
third campaign has the whole-hearted 
co-operation of a rejuvenated and sym- 
pathetic bank staff without which no 
advertising can be completely efficient. 


CHARLES E. BOURNE!# 


Manager, Advertising Department, Royal 
Bank of Canada. Montreal 


Banks should go a long way in edu- 
cating customers to cultivate saving 
habits. Depositors must be taught that 
thrift is not out of date—that a bank 
is a safe place for his savings—that the 
bank is the cornerstone of the community 
and performs indispensable functions in 
the life of that community. So far as 
advice on investments is concerned, 
Canadian banks decree that their officers 
shall not assume the responsibility of ad- 
vising customers regarding investments. 


* Meeting Current Public Demands. 


“How Far Should a Bank Go in Educat- 
ing and Advising Its Depositors? 
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Wherever possible, the bank should pro- 
tect the depositor from the wiles of the 
fake company promoter and his ilk, but 
to recommend definitely any investment 
to a bank depositor is a responsibility 
which Canadian bankers refuse to ac- 
cept. 


EDWIN A. MOORE!® 


Manager, New Business Department, Savings 
Bank of Utica 


In planning an advertising campaign, 
don’t start anything you are not abso- 
lutely sold on. Don’t try to slip any- 
thing over, particularly over your board, 
but when you are ready, present a com- 
plete plan. Know just what you want 
to accomplish and just how you intend 
to go about it, how much it will cost 
(and be sure to get enough), then sell 
it to your board—make them like it as 
well as you do. The most important 
single thing in all advertising is to face 
the facts in determining what the re- 
sults of the campaign have been. Don’t 
refuse to inquire for fear of being 
“shown up” and thus fail to discover 
whether or not some definite good is be- 
ing accomplished. 


JAMES W. GRAY1!® 


Assistant Secretary, The Rochester Savings 
Bank, Rochester, New York 


Children should be taught the value 


of thrift through school savings. The 
school teacher, if she will, can volun- 
tarily day after day mention thrift and 
point out its advantages. The child will 
show more interest if the teacher em- 
phasizes saving for a sunny day rather 
than for a rainy one. Motion pictures 
and radio programs, with thrift as their 
keynote, can further teach the child to 
save. These two things—radio and mo- 
tion picture—can resell our people on 
the idea that it is still right and proper 
to save, that even today, with its many 
changes, there is no substitute for the 
savings account. 


* You've Got to Have a System. 


* Are We Overlooking a Rare Oppor- 
tunity? 
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PUBLIC RELATIONS 


H. A. LYON!* 


Vice-President, Harold F. Strong Corpora- 
tion, New York City 


Conflict between politics and banking 
creates a problem which today involves 
the very existence of American banking 
as a privately capitalized function. Gov- 
ernment encroachment has taken place 
in many ways. Through the R.F.C. 
the Government has a powerful voice 
in the actual management of thousands 
of banks. Furthermore, the Govern- 
ment could probably break any large 
bank whose operations are largely con- 
fined to holding government obligations. 

The Government has advanced money 
to groups or corporations and entered 
the field of small capital loans—both 
proper banking functions. The F.D.LC. 
gives the Government further control 
through public opinion. The Federal 
Reserve has become a _  government- 
manipulated instrument. 

Curtailment of the securities business 
and collateral loans together with other 
regulations have removed many profit 
possibilities. The N.R.A. codes have 
enforced rules which bankers themselves, 
with initiative, could have enforced. 

Public opinion may force further en- 
croachment and will, unless a sound 
public relations program, based on still 
sounder banking, rids the public of fal- 
lacious conclusions drawn from inade- 
quate information. Without public ap- 
proval, privately capitalized banking 
cannot persist. 


WILLIAM H. NEAL!8 


Vice-President, Wachovia Bank and Trust 
Company, Winston-Salem, N. C. 


Every bank’s public relations man has 
a threefold selling job—first, to be sold 
on what he’s doing; second, to sell his 
plans and programs to the bank; and 
third, to sell the bank to the public. 


“Encroachments by the Federal Govern- 
ment on Bank Functions and Operations. 

* How to Get Public Relations Accepted 
by Executives and Directors as a Major Con- 
sideration. 
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Bank executives, taking an increased 
interest in public relations, see with in- 
creasing readiness that such relations are 
more of an investment in good will and 
confidence than an added expense. This 
is especially so if the public relations 
program is complete, has a definite ob- 
jective and continuity, so that the execu- 
tive can intelligently judge how it fits 
the needs of his institution. 


FREDERICK W. BARKER, JR.1° 


Vice-President, First Trust and Deposit Com- 
pany, Syracuse, N. Y. 


Citing examples of timely and appro- 
priate advertising and public relations 
programs that effectively built good will 
for his own bank, Mr. Barker summed 
up the four major jobs of the public re- 
lations man. These are: 1. Creating 
good will. 2. Building deposits and 
business. 3. Answering criticisms and 
complaints. 4. Publicizing the good 
name of the institution. 

Thus the public relations man must 
be creater as well as doer—and through 
industry and imagination discover new 
methods and new ways of keeping his 
bank the number one bank in the pub- 
lic eye. 

If the public relations man does these 
things adequately and effectively, there 
will be no question in the minds of his 
executives as to the usefulness of his 
work. 


LEWIS F. GORDON?® 


Citizens and Southern National Bank, At- 
lanta, Ga. 


The public relations man must, 
through personal contacts with “The- 
Man-On-The’Street” gain rock-bottom 
facts on the public’s views of banks. 
He must also realize that the banker 
has been laboring under a terrific load, 
keeping him concentrated, confined, and 
out of intimate touch with general 
public sentiment. Armed with the facts 


* How to Get Public Relations Accepted 
by Executives and Directors as a Major Con- 
sideration—Indirectly. 

Selling Your Executives a Public Re- 
lations Campaign. 
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of public misinformation, and under- 
standing his banker, he can then act as 
a liason officer between the two. By 
constantly checking his findings of 
public sentiment with senior officers, the 
public relations man, working along a 
sound, definitely formulated plan, can 
achieve an understanding and co-opera- 
tion with those officers that would have 
been impossible had he not seen at first 
hand the complete picture and had the 
courage to face his senior executives and 
get that picture over to them. 


I. I. SPERLING?! 
Vice-President, Cleveland Trust 
Company 
Although the Cleveland Trust be- 
lieved its relations with customers were 
good, it felt that there is always room 
for improvement. Consequently, group 


Assistant 


discussions attended by 1000 employes 
were supplemented by short, dramatic 
sketches showing the right and wrong 
way to do everything from answering 


a phone to conduct in the event of a 
holdup. Twenty-five branch managers 
and officers took a six weeks’ leaders’ 
course under an outside expert. They, 
in turn, conducted the employe courses. 
Not being compulsory, attendance was 
high. Being unusual, stimulating and 
inspirational, enthusiasm was also high. 
Many employes voluntarily wrote their 
expressions of appreciation. Mr. Sper- 
ling took up in detail many points in 
the inception and operation of this plan 
which proved so successful, and outlined 
a typical two hours’ meeting. 


C. E. BOURNE?2? 


Advertising Manager, The Royal Bank of 
Canada, Montreal 


Being a Canadian bank with a net- 
work of branches over the entire Do- 
minion and in other countries, the prob- 
lem on instilling the right spirit in 
employes is a large one. It is solved 
in a number of ways. Royal Bank 
Book Covers protect school books of 


* Dramatizing Customer Relations. 
*Instilling the Right Spirit in Employes. 
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young Canadians and an early friend- 
ship becomes established. Most em- 
ployes are drafted upon completion of 
high school while still young enough 
to have their early enthusiasms crystal- 
lized into loyalty. Further education 
is provided by study courses. Encour- 
agement is given to recreations and 
sports, and competition with other insti- 
tutions fosters further loyalty. Likewise 
with regional staff picnics and district 
meetings. The bank magazine carries 
human interest stories of bank people in 
all parts of the world to other bank 
people also in all parts of the world. 
Executive officers travel extensively, 
maintaining personal contact with all 
branches. Reversely, a few senior of- 
ficers are invited each year to Montreal 
and there are made much of. The pen- 
sion fund and a group insurance plan 
prevents any employe from worrying 
about the future. And, to completely 
round out this picture of high inspira- 
tion, the executives, although strict disi- 
plinarians, are quick to recognize merit 
and faithful service. 


RALPH HENDERSHOT?23 


Financial Editor, World Telegram, New 
York City 


The best approach to counteracting 
tendencies towards socialized banking is 
to make a direct appeal to the public 
in the hope of winning back its con- 
fidence and respect—now needed more 
than ever before as public belief that 
the bankers are not doing a job is forc- 
ing, for better or for worse, the Govern- 
ment to take a hand. 

The public remembers the testimony 
of the Senate Banking Committee, and 
is the majority demanding the minority 
who govern that banking reforms be 
made. Many bankers agree to the 
necessity of some such reform. But 
they do not say so publicly and thus 
continue to lose the respect of the 
people who believe that bankers wish 
to carry on in the old way at the old 
stand. 

> Counteracting Tendency Toward Social- 
ized Banking. 
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Bankers, by speaking freely and for 
quotation, would, by telling the public 
something in which it was interested, 
inspire confidence. Through organiza- 
tions representing them, by taking full 
advantage of the news columns, they can 
do a collective job of making friends 
with the public without sacrificing either 
their dignity or modesty. 


L. A. CHAMBLISS=+ 


Assistant Vice-President, Fidelity 
Trust Company, Newark, N. J. 


Union 


The banker is in duty bound to re- 
gard his every appearance throughout 
the day as a public one. He must do 
everything in his power to educate the 
public to rock-bottom principles of 
banking. A large percentage of the 
public believes the banker’s main object 
is to make money for himself. To drive 
out this error and to implant in its place 
the truth that the banker’s first mission 
is to serve the needs of the community 
and to promote its general prosperity 
would go far toward placing the bank- 
ing profession in a position of public 
esteem to which it is entitled. 


ELIOT H. THOMSON2° 


Publicity Manager, The Washington Loan 
and Trust Company, Washington, D. C. 


The D. C. Bankers Association Ad- 
vertising Committee co-operated in an 
advertising campaign, in which no par- 
ticular banks were mentioned, to give 
the people of the District a better idea 
of the methods and scope of banking 
from the standpoint of the public’s in- 
terest. The public was told what a 
bank is, who owns the bank, the extent 
of its service and value to the people. 
The reasonableness of service charges 
was also explained. The committee 
concluded that co-operating in public 
appearance is economical, it commands 
attention no individual bank can afford, 
and it conveys to the people the con- 

* Fostering Co-operation in Public 
pearance. 

*Fostering Co-operation 
pearance. 
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clusion that banks are rendering a 
public service as no individual advertis- 
ing could do. 


C. NORMAN STABLER?® 
Financial Editor, Herald-Tribune, New 
York City 
Not only has the Government passed 
more laws since March, 1933, than it 
had before that time back to George 
Washington’s day, but much of this has 
been directed at financial circles. Al- 
though the old days of political manipu- 
lation and out and out bribery have 
largely fallen into discard, new ways of 
defeating pending legislation can be 

used effectively. 

The principle is to secure sufficient 
public protest to convince legislators to 
vote against it. The howl put up by 
the N. Y. Stock Exchange with its 
threat to move to New Jersey is an 
example. Alignment with whichever 
political party opposes a bill and using 
all efforts including lobbying to insure 
its defeat often is successful. Every- 
thing to stir and move mass opinion 
must be done and done speedily, in- 
cluding mass meetings, speeches, peti- 
tions, advertisements, radio and news- 
paper publicity. 

With a long term fight, however, an 
organization with an active head, pub- 
licity department, research department, 
etc., is necessary. It can be supported 
by funds raised by contributions, mem- 
berships, benefits and the like, and 
through it much can be done towards 
educating the people. 

If all methods fail and the law is 
enacted, its constitutionality can be 
tested in court—not so satisfactory, 
however, as action before the law is 
passed. 


PAUL B. DETWILER?’ 


Assistant Cashier, The Philadelphia National 
Bank, Philadelphia, Pa. 


Reciting his own experiences as chair- 
man of the Public Education Committee 


* Defeating Bad Legislation. 


* Public Banking Funda- 
mentals. 


Education in 
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of the Pennsylvania Bankers Associa- 
tion, Mr. Detwiler outlined the work 
being done in educating school children 
in banking fundamentals in co-operation 
with the Public Education Committee 
of the American Bankers Association. 

Past opposition by educators has 
given away to a welcoming of such 
material. Through stories, dialogues, 
and other sugar-coated matter, answers 
were given to such fundamental ques- 
tions as “What is a bank?” and “What 
is money?” 

Through the various national and 
state commissions and committees, talks 
covering a variety of subjects and desig- 
nated as General, Radio, Vocational 
and Special, were prepared, constantly 
revised, and circulated throughout the 
country. Some of these were adapted 
for grammar school, others for high 
school, and still others for adults. Sup- 
plementing this work, whenever, fea- 
sible, bankers were encouraged to address 
individual classes or assemblies. 

The results were highly gratifying. 
So much so that, although to a large 
extent intangible, they justify a con- 
tinuance of this type of educational 
effort in rehabilitating proper public 
sentiment. 


ADVERTISING TECHNIQUE 


N. S CALHOUN?2§ 


President, Security National Bank, Greens- 
boro, N. C. 


After the banking catastrophe of 
1933, three large banks in North 
Carolina were not permitted to open 
on an unrestricted basis. It was neces- 
sary to organize the Security National 
Bank out of the assets of the three old 
institutions. To promote confidence in 
the new bank, information not generally 
divulged by banks was published in 
newspapers. The directors found that 
the public was very much interested in 
the affairs of the Security National. 
They liked the way plain facts were 


“Charting the Advertising Course for the 
Financial Institution. 
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stated in simple form. The bank re- 
frained from the use of high-sounding 
phrases and worn-out expressions in its 
advertising and discovered that if the 
bank takes the public into its confidence, 
the public will accord the bank their 
confidence. 


FRANK A. ARNOLD“® 


Radio Advertising Consultant, New York, 
i a 


Knowing how to profitably use adver- 
tising is a great essential in charting an 
advertising course. Anticipating a need 
as well as knowing how to meet it is 
another great factor. It requires inti- 
mate knowledge of the bank and the 
depositors to turn good will into in- 
creased business. Much of the advertis- 
ing in the financial field at present is 
restricted by custom and by legal forms 
to an almost stereotyped presentation 
of the subject. Many bankers feel that 
due to existing conditions, the use of 
institutional copy is the most acceptable 
avenue open to them. So, while in 
steering the advertising craft, keep in 
safe channels, but do not forget that 
exploration and adventure, rightly con- 
ducted, will produce just as satisfactory 
results as those obtained by explorers 
who charted new courses and discovered 
new continents. 


PETER MICHELSON?” 


Manager, Advertising and Publicity, Bank of 
America, San Francisco, Calif. 


The Bank of America consistently 
maintains a note of confidence in its 
advertising. This year (the thirtieth 
anniversary of the bank’s founding) 
they extended its campaign of education 
into home and school by conducting 
an essay competition among boys and 
girls in California, with $10,000 in 
cash prizes and scholarships. Through 
this contest, the Bank of America was 
further identified with the finest public 
institutions throughout the state, and 
obtained well over 20,000 inches of 


* Seamanship on an Advertising Cruise. 
°° Leaders of Tomorrow. 
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newspaper publicity. At the close of 
the contest which had served to build 
an audience for the radio program 
started at the same time, a new program 
featuring the best radio available was 
inaugurated to keep the public inter- 
ested. In the opinion of the Bank of 
America, radio is destined to play an 
important part in the progress of the 
bank as it is the only medium which 
permits the featuring of more than one 
service in an announcement. 


COLONEL BENJAMIN F. CASTLE?! 


Vice-President, Administrative and Research 
Corporation, New York City 


The volume of sales achieved by fixed 
trusts in 1930 was enormous because in 
those bewildering days a soundly con- 
ceived security was given the first con- 
sistent advertising effort in financial 
circles. There was no moral turpitude 
in honestly advertising that security 
even though through such advertising 
the sponsors were definitely going after 
business. 

Now, however, under the Securities 
Act, the prospectus must contain pages 
upon pages of involved, closely typed 
matter, financial statements and sched- 
ules that the average investor cannot 
possibly understand, and thus the stage 
is set for the gyp salesman offering 
worthless stock. 

United influence and counsel at 
Washington would be welcome, and if 
successful in bringing about amend- 
ments to the Securities Act in the sense 
indicated, would render a service to 
American investors. 


SYD J. HUGHES?*? 


Advertising Manager, Morris Plan Industrial 
Bank of New York 


One of his campaigns’ advertising 
courtesy and service was a complete 
flop because a skeptical public found 
no such courtesy and service in the 


* Are You Going After Business or Just 
on a Joy Ride? 

* Making the Institution Shipshape for the 
Advertising Voyages. 


THE BANKERS MAGAZINE 


bank. A_ realignment of persorinel 
brought only naturally courteous em- 
ployes in contact with the public. Thus 
the advertising was backed up and 
subsequent campaigns created much 
good will. Hence advertising giving 
lip-service only can never attain success. 
The same held true when a more liberal 
credit policy was advertised—such a 
policy had been established to back up 
the advertising. The institution gained 
in public confidence and a rising loan 
volume resulted. Direct mail also helped 
tremendously to build good will because 
the mailings were systematic, carefully 
planned, consistently done, and handled 
by an expert who realized that hap- 
hazard direct mail work is worse than 
none at all. 


BUSINESS DEVELOPMENT 


EDWIN A. MOORE? 
Manager, New Business Department, Savings 


Bank of Utica, Utica, N. Y. 


Direct mail advertising can be suc- 
cessful if it is well planned and di- 
rected to the right people. It can be 
effectively used to increase activity and 
the amount of money on deposit, but it 
cannot be used profitably on very small 
accounts—$10 or under—which have 
been inactive for a long time. Mailing 
lists must be correct in address and 
name spelling, and they must be up to 
date. A customer cultivated by the 
use of direct mail becomes acquainted 
with other departments of the bank. 
He may rent a safe deposit box or 
purchase some other service. He be- 
comes more actively interested in the 
bank and when the subject of banking 
comes up, he talks about it intelligently. 


GEORGE P. EDWARDS?4 


Publisher, Coast Banker and Pacific Banker, 
San Francisco, Calif. 


Depositors must be encouraged into 
banks with a thorough understanding 


* New Business from Old Customers by 
Mail. 

* Psychology of Future 
Effort. 


New Business 
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that the services rendered are actually 
to be purchased. The bank of today 
has facilities to sell and not provide 
freely at expense to its stockholders. 
Proper handling of the depositor will 
bring service charges to the bank. There 
must be in new business promotion of 
the future a definite encouragement of 
borrowing customers. The man entitled 
to bank credit must be urged to obtain 
it from the bank. The banker must 
draw the veil from any mystery which 
still surrounds banking and show the 
customer that the legitimate banker is 
just another business man trying to give 
the best of facilities for a reasonable 
recompense. 


DON KNOWLTON?® 


Hill and Knowlton, Public Relations Counsel, 
Cleveland, Ohio 


Banks today need to make more 
money. This can be done only by lend- 
ing more money. To encourage the 
man entitled to bank credit to borrow, 
banks must explain what a commercial 
banking loan is; how it differs from a 
collateral or mortgage loan; how it 
differs from a long-time loan for plant 
equipment; why it must be short term; 
why the purpose for which the money 
is used is important; why the source of 
repayment must be in sight at the time 
the loan is made. In so doing the bank 
will tell exactly what its product is, the 
terms under which it may be purchased, 
and the very mention of the product 
might stimulate the desire to buy. 


MERRILL ANDERSON®?® 


President, The Merrill Anderson Company, 
New York City 


Here are a few suggestions that may 
be helpful to review as a means of 
stimulation whenever the new business 
pond seems fished out, for obviously 
such is not the case. 

Don’t forget present customers; build 
good will among them—they may bring 


“What's the Thing to Advertise Today? 


“When the Pond Seems 
Fished Out. 
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in new ones; remember population con- 
stantly shifts due to deaths and births; 
remember the Commingled Trust, mak- 
ing small business potentially profit- 
able; cultivate attorneys in the broad 
sense; summer is as good as any season 
for trust campaigns; study and visit 
other cities; try and get, through co- 
operation with other banks if necessary, 
the business of large local industries 
banking in larger cities; widen your 
radius—smaller, outlying banks might 
make use of some of your services; 
strengthen contacts with banking asso- 
ciations; get the directors to work; wake 
up your officers’ call system; improve 
contacts of the personnel with the 
public; correlate account analyses and 
cost finding with advertising and new 
business effort; work out a really sys- 
tematic publicity program; get the idea 
across that you're an authority on 
timely matters such as gift and estate 
taxes; dig deeper into your sources of 
new business leads; try to clean up bad 
loan situations—for example, selling real 
estate or renting buildings; resell thrift 
—in normal times it’s profitable; analyze 
possibilities for branch office locations 
and be prepared to report on them. 


WARD M. CANADAY®* 


Director of Public Relations of the Federal 
Housing Administration 


The Federal Housing Act will mean 
new business for banks. Bankers are 
urged to be liberal in making loans for 
home improvement. In the case of home 
modernization, the Government guar- 
antees 20 per cent. of all loans made 
by a bank, a sum far greater than any 
conceivable loss a bank could experience 
if it loaned to all who applied. It is 
predicted a new development in news- 
paper advertising will grow out of this 
program with special sections similar to 
those used to promote the automobile 
industry being a regular part of metro- 
politan journals. Such publicity, aided 
by bank advertising and government 


* Federal Housing Administration and 


New Business. 
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propaganda, will make the nation home 
conscious and bring new business to 


banks. 


JACOB KUSHNER®§ 


Assistant Secretary, United States Trust Com- 
pany, Paterson, N. Y. 


The new business department must 
first be sold to the bank executives, for 
without their co-operation the depart- 
ment cannot go very far. The co-opera- 
tion of executives is of course impor- 
tant, but no new business department 
can hope for further success unless the 
remainder of the bank staff understands 
that it is their duty to co-operate. The 
entire organization of the bank should 
realize that they have individual re- 
sponsibilities in cementing a more pleas- 
ant relationship with customers, for it 
is foolish to expect the public to be- 
come sold to our banks through external 
influences if the internal operation of 
the bank fails to function in harmony 
with the general program. 


TRUST DEVELOPMENT DIVI- 
SION 


HARVE H. PAGE®® 


Second Vice-President, The Northern Trust 
Company, Chicago, III. 


A decade or so ago banks approached 
the trust problem introspectively, re- 
viewed their stock in trade which was 
a splendid record in fiduciary manage- 
ment, and began to publicize that rec- 
ord dignifiedly to a public who knew 


too little about it. There developed 
much skill in selling trust services. 
Volume grew for the public had con- 
fidence in trust companies as well as in 
the whole financial structure. 

The situation is now changed. People 
question trust companies. A dual prob- 
lem is presented—to change such skepti- 
cism—and to perfect the ability to pro- 
vide for the public’s requirements. 

Now analyses of the public’s needs 


* Selling the New Business Department to 
the Bank. 

“A New Concept of a Trust Company’s 
New Business Problems. 


and an understanding of public senti- 
ment are needed. No stone can be left 
unturned in the effort to re-establish 
faith in trust companies. The new busi- 
ness problem is now an institutional one 
in which proper public relations and 
efficient administrative performance must 
go hand in hand. 


GWILYM A. PRICE? 


Vice-President and Trust Officer, Peoples- 
Pittsburgh Trust Company, Pittsburgh, Pa. 


Public favor cannot be won and held 
until the trust company has prepared 
itself on the inside to render good trust 
service and to extend cordial relation- 
ship to its.customers. To render good 
trust service, every individual in the 
institution must realize the important 
part he plays in establishing and main- 
taining the company’s reputation. Good 
customer relations should be a _ con- 
stant factor in choosing and advanc- 
ing personnel. Beneficiaries, co-trustees, 
grantors and donors must be familiarized 
with the whys of doing things. Only 
through proper enlightenment can talk 
among their friends about trust com- 
panies be controlled. 

Favorable public relations may well 
be regarded as second in importance 
only to good trust service. Trust men 
must learn that newspapers appear to 
publish only unfavorable news about 
trust companies because it is frequently 
the only news they can get. Construc- 
tive newspaper publicity is a major 
factor in crystallizing public opinion. 
Good publicity enlightens; it never de- 
ceives. 


J. BLAKE LOWE?! 


Second Vice-President, Equitable Trust Com- 
pany, Baltimore, Md. 


As a result of bank investigations, 
the real status of trust funds has been 
forgotten by an uninformed and fre- 
quently misinformed public. The state 


“What Can Trust Companies Do to Solve 
Their Public Relations Problems? 

“Can Trust Companies Be Trusted? From 
an article by Mr. Lowe, originally published 
in THE BANKERS MAGAZINE, June, 1934. 
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laws in regard to trusts provide that, in 
case the trust company fails, invested 
funds be segregated from any other 
assets and uninvested funds be regarded 
as a preferred claim on the company’s 
assets. The responsible corporate trus- 
tee has no axe to grind. Decisions are 
influenced by facts only. It receives a 
stipulated commission—no more, no less. 
A responsible company does not make a 
profit from the purchase and sale of 
investments for the trust department 
even if it has securities for sale. If 
there is any question as to the policy 
of a trustee, a properly prepared trust 
agreement will safeguard the estate for 
beneficiaries. 


EDWARD W. NIPPERT#= 
Third Union Trust 


cinnati, Ojiio 


Fifth Cin- 


Company, 


Trust companies have a number of 
competitors. One of the keenest of 
these is the life insurance company 


which offers many types of policies 
having various uses and combinations. 
Annuities, for example, have many ex- 
cellent points such as co-mingled invest- 
ments, elimination of costs and taxes, 
guarantee of principle and income, and 


so on. Those desiring immediate in- 
come and full availability of principle 
at all times, however, find disadvan- 
tages. Insurance companies have larger 
and more active sales forces—have 
maintained public confidence—and can 
guarantee values while trust companies 
can only indicate probable results. 

Estate analysts compete on a price 
basis, purporting to analyze for a flat 
fee and through their recommendations 
save money. The truly unbiased ones, 
however, often recommend trust com- 
pany services. 

Attorneys also compete on a price 
basis and have, of course, many other 
reasons although numbers of them co- 
operate fully with trust companies. 

Investment counselors, the thoroughly 
established ones, offer greater personal 
contact and greater mobility in handling 


“Who Are Our Competitors? 


investments in the security markets. In- 
dividuals still remain, numerically, the 
greatest competitors—due largely to the 
desire to save expense, to keep affairs 
in family hands, and to lack of apprecia- 
tion of trust company services. 


ROBERT E. MACDOUGALL#3 


Assistant Trust Officer, Provident Trust Com- 
pany of Philadelphia, Pa. 


The problem trust companies are now 
facing is many sided and ranges from 
adverse public sentiment through se- 
vere competition to reduction in new 
business personnel. A definite internal 
and external program is necessary to 
cope with this problem. 

Internally, the entire staff should 
visualize the public’s viewpoint and 
take every pains to not only operate 
at super-eficiency but to adequately 
answer unwarranted criticisms and 
further explain all matters fully to 
clients. 

Externally, potential trust business 
must not be forgotten until it matures, 
especially is it wise to review estate 
affairs to meet changing conditions. 
Nor should co-operation with attorneys 
and life underwriters be neglected—a 
co-operation composed of truth, fairness 
and understanding. 

Constant use of good advertising is 
important for by inference the situations 
faced by trust companies and clients 
can be recognized. Absence of adver- 
tising does not build confidence, and 
legal journals, if used with dignity and 
good judgment, will aid lawyers in be- 
coming trust minded. 


R. H. CHRISMAN##4 


Continental Illinois National Bank and Trust 
Company, Chicago, Ill. 


A committee composed of the leaders 
of the Trust New Business Departments 
of the Chicago banks has been discuss- 
ing common problems since 1931. Out 
of these discussions grew Samuel Wit- 


“Keeping Trust Business. 


“Seminar on the Evaluation of New Trust 
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ting’s book “The Evaluation of New 
Trust Business.” 

Taking .the XYZ Trust Company 
which secured $100,000,000 of new 
trust business in 1933, Mr. Chrisman, 
in great detail, took into considera- 
tion such factors as lapsation, with- 
drawal, change of provisions, and change 
in size of estates (the amount of error 
in calculations of the last has not yet 
been fully worked out). By various 
measuring sticks he arrived at the con- 
clusion that 70 per cent. of the initial 
business would remain to be admin- 
istered. 

Working with actuaries, who deal 
with the rate of mortality rather than 
life expectancy, the Chicago banks are 
keeping precise records for the verifica- 
tion and improvement of their trust 
data and the tables based on that data. 

Citing examples, Mr. Chrisman con- 
sidered all possibilities, point by point, 
with a minuteness proving that his talk 
was indeed a “Seminar.” 


D. W. LAING* 
The Northern Trust Company, Chicago, III. 


Following Mr. Chrisman’s demonstra- 
tion of the technique in applying the 
tables in Mr. Witting’s book in evaluat- 
ing trust business, Mr. Laing detailed 
examples bringing out the uses of such 
value tables. 

In the main, these uses were in 
knowing the present value of business 
to the institution; interesting associates 
in the Trust Administrative Division 
and other departments in the value of 
securing new trust business; interesting 
the Comptroller's Division in the fact 
that solicitation expense is both legiti- 
mate and profitable; proving that defen- 
sive selling is worth while; discovering 
the line of demarcation between profit- 
able and unprofitable accounts; and ap- 
proaching the knowledge of how much 
can be profitably spent in obtaining any 
particular piece of business. 


“Some Practical Uses for Evaluating New 
Trust Business on a Present Value Basis. 
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ROY N. GESME?*® 


Assistant Trust Officer, Northwestern National 
Bank and Trust Company, Minneapolis, 
Minn. 


As chairman of the Research Com- 
mittee of the Trust Development Di- 
vision, Mr. Gesme inquired of members 
just what their answers were to various 
questions relating to the public attitude 
on trust company services with the view 
of first taking steps to eradicate preju- 
dices and criticisms, and then to study 
the market requirements so that the 
services rendered actually would meet 
the public’s needs. 

The questionnaire contained many 
points segregated under fourteen head- 
ings, and Mr. Gesme in each case out- 
lined the replies, giving percentages 
wherever possible. 

The questions covered a broad variety 
of subjects such as: In your opinion 
what is the most prolific source of 
criticism against trust company services? 
Does the public mistrust the use of dis- 
cretionary powers by the trust company 
in investments or in encroachments on 
principle? Has the failure, merger, and 
consolidation of trust companies caused 
many to question the continuity of 
management of the corporate fiduciary? 
What do you find in your locality to 
be the most serious indictment against 
trust company services? 

Reporting the tabulations of answers 
to these and other questions, Mr. Gesme 
stressed the prevalent request of those 
writing him that, through co-operative 
effort of all major trust companies, well- 
planned publicity be directed toward 
giving understandable information to 
the public concerning the duties, powers 
and responsibilities of corporate fidu- 
ciaries. 


In addition to the above talks de- 
livered at the general sessions and de- 
partmentals were many round table 
conferences at breakfasts and at dinners. 
The general session on the closing day 
of the convention provided a summa- 


“What Are the Public's Present Objec- 
tions to Trust Company Services? 
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tion of the findings of the various de- 
partments. The annual banquet that 
evening was addressed by the, Honor- 
able W. C. Clark, Deputy Minister of 
Finance and Secretary of the Treasury 
Board of the Dominion of Canada who 
chose as his topic “The Importance of 
International Relations to International 
Trade and Investments.” 

In the preceding digests of individual 
speeches THE BANKERS MaGazZINE had 
as its objective the presentation of a 
complete record sufficiently condensed 
to be used for quick reference. It is 
hoped that this bird's-eye view of the 
convention will enable attending dele- 
gates to refresh their memories of the 
entire picture and give to those unable 
to attend a quick glance into the salient 
points brought out. 

Although much effort was made to 
retain the general tenor of the indi- 
vidual speeches, these digests, of course, 
cannot do them full justice. The 
speeches in their entirety will be found 
in the Year Book of the Financial Ad- 
vertisers Association which may be ob- 
tained from Preston E. Reed, executive 
secretary of the association whose offices 
are located at 231 So. La Salle Street, 
Chicago, III. 


ELECTION OF OFFICERS AND DIRECTORS 


Following the report of the nominat- 
ing committee the following were named 
as officers and directors for the follow- 
ing year: Directors: Alva G. Maxwell 


(retiring president), Citizens and 
Southern National Bank, Atlanta, Ga.; 
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George O. Everett (business develop- 
ment), First Citizens Bank and Trust 
Company, Utica, N. Y.; Ernest L. An- 
derson (trust development), Rhode 
Island Hospital Trust Company, Provi- 
dence, R. I.; Miss Ruth H. Gates, State 
Bank and Trust Company, Evanston, 
Ill.; Harold E. Choate, Liberty Bank of 
Buffalo, N. Y.; E. R. Brown, Hunting- 
ton National Bank, Columbus, Ohio; 
Allan Herrick, Security-First National 
Bank, Los Angeles, Calif.; Roy H. 
Booth, Jr., National Shawmut Bank, 
Boston, Mass.; C. Delano Ames, Mary’ 
land Trust Company, Baltimore, Md.; 
Albert E. Felsted, First National Bank, 
St. Paul, Minn.; Stephen H. Fifield, 
Barnett National Bank, Jacksonville, 
Fla.; A. Key Foster, Birmingham Trust 
and Savings Company, Birmingham, 
Ala.; Jacob Kushner, United States 
Trust Company, Paterson, N. J.; Wil- 
liam G. Rabe, Manufacturers Trust 
Company, New York City; G. L. Spry, 
Huron & Erie Mortgage Company, 
London, Canada; John E. Wright, 
Fidelity Trust Company, Pittsburgh, Pa. 

Officers: Treasurer, Fred W. Mathi- 
son, National Security Bank, Chicago; 
third vice-president, William H. Neal, 
Wachovia Bank and Trust Company, 
Winston-Salem, N. C.; second vice- 
president, Thomas J. Kiphart, Fifth 
Third Union Trust Company, Cincin- 
nati, Ohio; first vice-president, Robert 
W. Sparks, Bowery Savings Bank, New 
York; president, I. I. Sperling, The 
Cleveland and Trust Company, Cleve- 
land, Ohio. 





Highlighting the FAA Talks 


Credit is merely the belief or faith 
that one individual has in the capacity 
of another to fulfill a contract. When 
that faith disappears credit ceases to 
exist.—Lewis G. Harriman, President, 
Manufacturers and Traders Trust Com- 


pany, Buffalo, N. Y. 


The future of American banking is 
really pretty largely in the hands of 
the bankers themselves if they will only 
realize that fact and act in their own 
behalf. If efficiently-managed banks 
and high banking standards are to be 
maintained, they must be supported by 
an informed public opinion. It is the 
job of the Financial Advertisers Asso- 
ciation to help restore banking to its 
rightful place in public respect and 
keep it there. Financial advertising 
and publicity and public relations con- 
stitute a wall that will always protect 
institutions and their customers. Such 
a wall painstakingly built over the years 
may not add one cent of profit to an 
institution in times like these but it 
protects the depositors’ dollars and the 
stockholders’ equity.—I. I. Sperling, 
President, Financial Advertisers Asso- 
ciation. 


A great banker, if he is truly great, 
is first of all a great business man. He 
should be the top business man of his 
community. If he is, the business man 
who questions his bank will find his 
questions convincingly answered.— 
Harry B. Hall, Vice-President, Ameri- 
can Appraisal Company, Milwaukee, 
Wis. 


Simply to get customers is not enough. 
It is essential to get customers in the 
right frame of mind—F. N. Shepherd, 
Executive Manager, American Bankers 
Association. 


Improving our advertising technique 
is only half the battle. The other 
half is bank performance. We have 
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got to deliver the goods—‘as adver- 
tised.”"—Roy L. Stone Vice-President, 
First Wisconsin National Bank. 


We have learned in recent years 
that public confidence and good will 
can pay large dividends and any pub- 
lic relations program which has for its 
objective increasing public good will 
and confidence in banking is a form of 
investment which every institution un- 
doubtedly needs.—William H. Neal, 
Vice-President, Wachovia Bank and 
Trust Company. 


If we pass the sentence of death 
upon the private banking system and 
go in for a system of government 
owned and operated banks, we shall 
have passed the sentence of death upon 
all private business, upon all private 
capitalistic enterprise, and upon our 
political, social, and economic freedom. 
That may sound like a somewhat hys 
terical statement. I assure you that it 
is made in the coldest of cold blood. 
-—James P. Warburg, Vice Chairman, 
Bank of the Manhattan Company. 


The cheap and vulgar have no place 
in a bank’s written contact with its 
public. But to be simple, straight- 
forward and human... to tell the 
things the public does not understand, 
in a way that the public will under- 
stand . . . there is nothing cheap about 
that. Abraham Lincoln never talked 
over the heads of the people . . . nor 
was he ever pompous.—Alex F. Os- 
born, Vice-President, Batten, Barton, 
Durstine and Osborn, Inc. 


Public opinion is the greatest pos- 
sible weapon that could be used in get- 
ting rid of unsound banking practices, 
for if the public receives from con 
scientious, sound, sane, public-minded 
bankers a criterion by which to judge 
normal banking practices, those prac- 
tices which fail to meet the test will die 
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of inanition. If I may be perfectly 
blunt, it seems to me that the bankers 
have been willing to sacrifice the pub- 
lic, and the public good, rather than 
cast any criticisms or aspersions upon 
one of their number.—H. A. Lyon, 
Vice-President, Harold F. Strong Cor- 


poration. 


The building of business is a job in 
itself to be covered by a specialist. All 
officers can bring in desirable business 
and will do so if the thought is kept 
before them. Their efforts, therefore, 
should be co-ordinated and stimulated 
by the public relations man. He should 
likewise work in the same manner 
with the directors of the bank.—Fred- 
erick W. Barker, Jr., Vice-President, 
First Trust and Deposit Company. 


The banker who thinks that it is 
sufficient to operate his bank as a sound 
institution and an individual entity has 
missed the big lesson of March, 1933. 
He must realize that his institution is 
tied in with the financial structure of 
the nation and as a consequence will 
be affected by the mass opinion of the 
nation toward banks as a whole. If 
that highly inflammable mass opinion 
takes fire, the strongest bank in the 
country is bound to be singed as the 
flames rush on.—Lewis F. Gordon, Citi- 
zens and Southern National Bank. 


Apparently we are to have legislation 
by organized minorities. There appears 
to be no choice of whether or not this 
is best. We may deplore it but such a 
form of government exists today and 
it will be just too bad if the particular 
minority you represent goes unrepre- 
sented.—C. Norman Stabler, Financial 
Editor, Herald-Tribune. 


It should be quite obvious that the 
only reason the public desires to place 
further restrictions on bankers or why 
it would like to place someone else in 
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charge of banking is that it distrusts 
those now charged with the duties of 
running the banks. . . . About the only 
time anyone ever hears anything about 
bank personalities or about the banking 
business is when someone is charged 
with doing something wrong. Is it any 
wonder that the public today looks 
upon the banking profession with dis- 
trust?—Ralph Hendershot, Financial 
Editor, World-Telegram. 


“Co-operative effort among banks 
and banking organizations is essential 
and necessary in shaping public opinion. 
I believe that it is the logical time for 
the American Bankers Association, the 
Financial Advertisers Association and 
the Association of Reserve City Bank- 
ers, the respective state associations 
and individual banks to join forces 
with the newspapers and other publica- 
tions and work out a mutual educational 
program of publicity and advertising so 
broad and forceful that all the people 
not just a few—may be constantly in- 
formed of the function of a bank and 
of the service which we are trying to 
render.—Alva G. Maxwell, Vice-Presi- 
dent, Citizens and Southern National 
Bank—from his speech as outgoing 
president of the Financial Advertisers 
Association. 


“Good public relations—and that is 
largely advertising and publicity—is the 
surest way to combat the threat of 
socialized banking. By fair, intelligent, 
courteous treatment of their customers, 
by frankness with the public and by 
adequate service, banks can build loyal 
followings which will refuse to believe 
that any bureaucratic control could pos- 
sibly equal the service and the help- 
fulness now rendered by the politically 
free, efficiently and honestly managed, 
privately owned institutions.”—I~ I. 
Sperling, Assistant Vice-President, 
Cleveland Trust Company—from his 
speech as incoming president of the 
Financial Advertisers Association. 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


SOUND MONEY AND 
CONFIDENCE 


My own crude theory is that stand- 
ard money ought to be worth as much 
in the form of bullion as in the form 
of coin. As long as there is a deficit 
in the Treasury, the Government can, 
of course, pump silver certificates into 
the arteries of trade. But it cannot 
keep them there unless they are needed. 
If they are not needed, one of two 
things will happen—-gold will be driven 
out of the country or Federal Reserve 
notes will be driven out of circula- 
tion. 

The need for a stable, recognized and 
acceptable unit of value for interna- 
tional commerce cannot be exaggerated. 
All public and private agencies should 
co-operate to bring about the minimum 
of uncertainty and the maximum of 
confidence. Confidence is the breath 
of life of business—-U. S. Senator 
Thomas P. Gore. 


ROUNDABOUT WAY OF WAST- 
ING CAPITAL 


Politicians, throughout the world, not 
natural laws, may be held responsible 
for the present economic dislocation. 
Through invention and science, the 
command of nature has been put into 
man’s hands before he knows how to 
command himself. Willful interference 
with nature’s production is a destruc- 
tion of the wealth that is needed by 
mankind, either at home or abroad. 
Today the actions of most governments 
are destructive to economic recovery. 
Nature itself plays an important part 
but human nature is a major factor. 
Experiments with natural and economic 
laws may cause suffering from short- 
age instead of overabundance. Crop 
damage never helps farmers and crop 
reduction benefits no one. Wastage of 
capital is. what actually occurs.—Invest- 
ment Bulletin, C. F. Childs & Co. 


438 


DISPOSAL OF THE RUGGED 
INDIVIDUAL 


I, too, admire the “rugged individ 
ual.” I still believe that he is a sub 
ject for the poet to sing about and the 
sculptor to carve into stone. But no 
“rugged individual” can survive in the 
midst of collective starvation. The 
“rugged individual” has been over- 
worked. He has been held out to a 
discouraged people too long as their 
one hope. Just as old skippers used to 
hold out a mermaid to the rancid pork- 
fed sailor in the windjammers of old. 
The one is as fantastic today as the 
other was mythical then. If he cannot 
work in harness let us marry Mr. 
Rugged Individual to Miss Mermaid 
and let them go off to some unknown 
land, there to spend the rest of their 
days on their honeymoon.—Fiorello H. 
La Guardia. 


AMERICAN PEOPLE FACING A 
PRIMARY ISSUE 


For the first time in two generations 
the American people are faced with the 
primary issue of humanity and all gow 
ernment—the issue of human liberty.— 
The Challenge to Liberty, Herbert 
Hoover in The Saturday Evening Post. 
Copyright, 1934, by The Curtis Pub- 


lishing Company. 
PLANNING FOR POVERTY 


Sooner or later we are going to per’ 
ceive that much of our present planning 
is planning for scarcity, not for abun- 
dance. On all sides the day’s news 
illustrates this error. Crops are re 
stricted, factories are shut down by 
owners or by strikers, nations restrict 
trade. Each group seeks by withholding 
to enrich itself, with the result that the 
abundance all might share is lost in 
quarreling over its division.—Christian 
Science Monitor. 
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SINCLAIR PLAN TO END 
POVERTY 


Enough has been said here to bring 
out the point we want to make, which 
is that Sinclair’s plan is tenable and de- 
sirable, even if it be admitted that it 
would work, only on the assumption 
that capitalism is on the way out and 
that we are headed inevitably for a 
socialistic system. Sinclair probably 
would admit that. But is the Democratic 
Party ready to countenance such a thing? 
And are those who still believe in cap- 
italism expected to sit down supinely 
and “take it” without protest? Such 
questions, we think, have become de- 
cidedly pertinent. Sinclair believes his 
plan, if adopted, would ultimately dis- 
place private industry and all goods would 
be produced “for use” instead of “for 
profit.” That is the point on which the 
question turns. For the supporters of 
capitalism are those who believe that the 
restoration of profitable industry is the 
only way to recovery—The Texas 
Weekly. 


INTERNATIONAL CO-OPERA- 
TION A REAL HOPE OF 
LASTING PEACE 


The real hope of lasting peace for 


the future lies in international co- 
operation designed to remedy the exist- 
ing disruption in agriculture, industry 
and trade. Just as political problems 
and difficulties of the present were 
largely created by economic depression, 
so their solution can be greatly facili- 
tated by hastening recovery through 
collaboration of the leading countries 
involved—New York Journal of Com- 
merce. 


THE REAL BENEFACTOR OF 
THE RACE 


The man who can show us how to 
make two blades of grass grow where 
only one grew before is still, and always 
will be, a far greater benefactor of the 
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race than the man who compels us to 
grow only one blade of grass where two 
grew before.—James Balsam. 


POOR MEANS OF INTERNA- 
TIONAL EXPRESSION 


We, the peoples of the different na- 
tions, seem to be inarticulate when in 
peace time we present our faces one tc 
another. When a crisis arises and we 
are unable to resolve a fundamental con- 
flict of purpose, and we insist that we 
must be heard, we appear to be unable 
to turn to any other interpreter of our- 
selves than the mouth of a gun. War 
in its essence is nothing but an admission 
of the fact that in the last analysis na- 
tions do not know how to talk to one 
another except with guns. The vast 
armaments which disfigure our civiliza- 
tion and oppress all peoples are indeed 
but an unholy confession of the poverty 
of the technique of international ex- 
pression. . How strange that na- 
tions should be so prodigal in spending 
money to prepare for war, and so miserly 
in their payments for effective meas- 
ures toward international understanding 
which might prevent war and foster in- 
ternational co-operation——The Problem 
of International Propaganda (Ivy Lee). 


THE FUNCTION OF COMMER- 
CIAL BANKING 


It is not the function of commercial 
banking to lead business—its function is 
to keep up with business. It performs 
the same service for business as the coal 
car does for the locomotive.—Harvard 


Trust Company, Cambridge, Mass. 
THE EMERGENCY MEASURES 


The time is approaching when the 
American people will have to decide 
to what extent some of the emergency 
measures, taken without warrant of law 
or the Constitution, shall be perma- 
nently imbedded in our system of 
government.—The American Liberty 
League. 











BOOKS FOR BANKERS 


NEW BOOKS AND PAMPHLETS OF INTEREST TO BANKERS 








CHALLENGE TO THE NEw DEAL. Edited 
by Alfred M. Bingham and Selden 
Rodman, editors of Common Sense. 
Introduction by John Dewey. New 
York: Falcon Press. $2.50. 

ATTACKS on the New Deal do not all 
emanate from the ranks of the conserva- 
tives, as this book affords ample evi- 
dence. This attack is from the left 
whence thirty-five well known American 
radicals challenge the principles, methods 
and organization of the New Deal. 

The book is divided into three parts. 
Part One depicts the background, cause 
and scope of the New Deal. Part Two 
contains a factual criticism of the New 
Deal. Part Three contains definite, con- 
crete suggestions for a plan of action— 
a platform of American radicalism. 

The contributors are drawn from a 
diversity of radical groups. There are 
such Communist party sympathizers as 
Mary Van Kleeck, who narrates the 
story of “Labor Under the N. R. A.,” 
and John Dos Passos, whose “Four 
Nights in a Garden” (the Garden being 
Madison Square and the four nights be- 
ing those of the Republican, Democratic, 
Socialist and Communist pre-election 
meetings) is as vivid a piece of writing 
as anything in his novels; Stuart Chase 
outlines “The Economy of Abundance,” 
with its technocratic implications, while 
Howard Scott and Harold Loeb present 
explicitly the technocratic “solution”: 
Selden Rodman, Thomas R. Amlie and 
Floyd Olson, Governor of Minnesota, 
argue for the Farmer-Labor cause; the 
American Workers’ Party is represented 
by A. J. Muste, James Rorty, J. B. S. 
Hardman and Louis Budenz; Lawrence 
Dennis writes an article on the Roose- 
velt finances entitled ““Down the Dollar 
Toboggan Slide.” 

Among a host of unattached radicals 
may be mentioned Hartley Grattan, who 
disposes of the myth of the multitudi- 
nous small American stockholders by fig- 
ures demonstrating that they constitute 
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only 4.4 per cent. of the population; 
George Soule, who renounces forever 
“Planning for Profit’; John Chamber- 
lain, who analyzes the hopeless dilemma 
in which President Roosevelt is caught 
between returning prosperity (and Re- 
publicanism) or continued depression 
(and radicalism) ; John Flynn, who shows 
the alliance of “Big Business and the 
N. R. A.”; Lewis Mumford, who in one 
of the most thoughtful essays in the vol- 
ume cries out for more “Concrete Goals”; 
Ben Stolberg, who argues that revolu- 
tions need not be violent to be revolu- 
tionary; Max Eastman, whose definition 
of “the true program for America,” is 
in essence that of nearly all the con- 
tributors—‘“an alliance of the Left Wing 
of the technicians with the working class 
and the exploited farmers, led by men 
trained in economic, historical and social 
science and consecrated to the task of 
capturing the political power,” to the 
end, of course, of the socialization of 
American industry and means of pro- 
duction. 

In this volume the banker will find 
much with which he will violently dis- 
agree but its careful reading and study 
is recommended to all conservatives as 
convincing evidence of how the New 
Deal stands in a center position between 
those who feel that it goes too far and 
those who believe that it goes not nearly 
far enough. 


An ATLAS OF CURRENT AFFAIRS. By 
J. F. Horrabin. New York: Knopf. 
$1.50. 


As the author of this very valuable 
little book says in his preface “no one 
can read a newspaper intelligently to 
day without some background knowledge 
of world geography.” The book was 
prepared to meet this need and supply 
this knowledge. 

It consists of a series of maps designed 
to illustrate such present world problems 
as the Treaty of Versailles; Germany's 





RS 


ilation; 
forever 
iamber- 
ilemma 
caught 
nd Re- 
yression 
) shows 
nd the 
in one 
he vol- 
xoals”’; 
revolu- 
revolu- 
inition 
ca,” is 
e con 
Wing 
g class 
y men 
social 
ask of 
to the 
ion of 
f pro- 


1 find 
y dis 
study 
ves as 
New 
tween 
r and 
nearly 


. By 
‘nopf. 


luable 
9 one 
ly to 
ledge 
was 
upply 


igned 
blems 
any’s 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 
McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 


Forty-Two Broadway, 


Western Frontier; the Saar and Lor- 
raine; the Ukraine; Poland’s Eastern 
Frontier; Japan and Russia, etc. 

Altogether it contains seventy-four 
clearly-drawn, easily understood maps 
of the key places and key problems in 
the world today: maps which aim at 
emphasizing only essential facts, simpli- 
fied by the omission of irrelevant detail. 
On the page opposite each map is a brief 
passage outlining the most pertinent and 
revealing facts concerning each place 
and problem. 


THE MARKETING 
Ralph F: Breyer. 
Graw-Hill. $3. 

Here is a new and up-to-the-minute 
book on the marketing process by an 
assistant professor of commerce and 
transportation in the Wharton School 
of Finance and Commerce, University 
of Pennsylvania. 

It utilizes the “market” approach in 
the study of the marketing institution, 
starting with the market and pointing 
out how the marketing institution, as an 
organic unit, functions within the ever- 
changing sphere of the market which 
envelops it. The latter part of the book 
covers the important social aspects of 
marketing before the New Deal, and the 
effects of the New Deal on marketing. 


INSTITUTION. By 
New York: Mc- 


PRINCIPLES OF FOREIGN TRADE. By 
C. E. Griffin. New York: Mac- 
millan. $3. 

THE author of this volume in his preface 

“apologizes” for bringing out an ex- 

position of the principles of international 

trade in the present year “when the 


New York City 


volume of world trade seems to be ap- 
proaching the vanishing point and the 
attitude of individuals and of govern- 
ments has changed from enthusiastic 
promotion to cold indifference or even, 
in some quarters, to hostility.” How- 
ever, he feels that present conditions 
should not be regarded as permanent 
and is convinced that some form of 
division of labor as between nations is 
an inevitable economic process. While 
the forms of trade and the degree of 
government control may change certain 
principles are fundamental and a recog- 
nition of those principles is even more 
important today than ever. It is an 
exposition of these principles for both 
the student and the business man with 
which this book is concerned. 


PracTICAL Business Statistics. By 
Frederick E. Croxton and Dudley J. 
Cowden. New York: Prentice-Hall. 
$3.50. 


ALTHOUGH this book was written pri- 
marily for the use of students of busi- 
ness courses, it should prove valuable to 
bankers who wish to know more about 
statistical procedures. 

An idea of the scope of this book may 
be had from the following list of the 
chapter headings: Introduction; Statis- 
tical Data; Statistical Tables; Graphic 
Presentation: Curves; Graphic Presenta- 
tion: The Semi-Logarithmic Chart; 
Graphic Presentation: Other Types 
of Charts; Ratios and Percentages; 
The Frequency Distribution; Meas- 
ures of Central Tendency; Dis- 
persion and Skewness; Unreliability: 


The Normal Curve; The Problem of 
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Time Series; Analysis of Time Series; 
Periodic Movements; Analysis of Time 
Series: Secular Trend; Analysis of Time 
Series: Summary; The Construction of 
Index Numbers; Some Current Indexes; 
Simple Correlation; Types of Correla- 
tion; Forecasting. 


By Cecil K. 
New 


RETAIL ACCOUNTING. 
Lyans and Norris A. Brisco. 
York: Prentice-Hall. $5. 

Tuis book, which is part of a “retailing 

series,” is a complete treatise on ac- 

counting as applied to the retail business. 

It is designed to be a helpful guide to 

all types and sizes of stores and describes 

many systems, representing the variety 
of practice which is found in different 
types of stores. 

As is stated in the preface “the mere 
description of a variety of systems is not 
enough. It is important that each sys- 
tem, as it is described, be analyzed back 
to the principles on which it is based, 
and studied in terms of the purposes 
which it is meant to serve.” 

Bankers will find this volume valuable 
as a means of understanding more thor- 
oughly the needs and problems of their 
retail customers. 


MoNneEY AND BANKING IN THE UNITED 
STaTEs. By Louis A. Rufener. Bos- 
ton: Houghton Mifflin. $3.50. 

Has our monetary system been intelli- 

gently planned to fit our needs, has it 

grown haphazardly out of the clumsy 
blunderings of political incompetents, 
ignoring in their monetary enactments 
sound monetary principles, or is it the 
predatory result of the machinations of 

schemers and sharpers who use it as a 

device to rob honest people of the fruits 

of their toil? Even if a monetary sys- 
tem has been intelligently and honestly 
planned to meet the needs of a people 
at a given time, does it not need some- 
times to be overhauled and remodeled, 
or is there never any danger of obstruct- 
ing trade and commerce with an anti- 
quated monetary system? These and 
similar questions are answered in this 
volume. 

The author is professor of economics 


in West Virginia University. He has 
written this book as a text book for the 
college student but the banker and 


student of banking should also find it 
valuable and thought-provoking in its 
treatment of present-day problems. 


INSTITUTIONAL Economics. By John 
R. Commons. New York: Macmil- 
lan. $4. 

Tus book considers various economic 

theories and ideas, tracing them back to 

their originators and then pointing out 
how each idea was developed and modi- 
fied to form the science of political 
economy as it is developing today. The 
author is professor of economics in the 

University of Wisconsin. Concerning 

his purpose he writes: 

“What I have tried to do is to work 
out a system of thought that shall give 
due weight to all economic theories, 
modified by my own experience. This 
would have been impossible except for 
my past thirty years in this thrilling 
state of Wisconsin, with two such lead- 
ers as Robert M. La Follette, the in- 
dividualist, and Victor Berger, the social- 
ist, and with the generosity of its people 
in suporting this magnificent university. 
Wisconsin is a miniature of world-wide 
conflicts of interest and of efforts to ob 
tain by investigation reasonable values 
and reasonable practices out of economic 
conflict. The effort would have been 
impractical without the continuance of 
the early civil service law insisted on by 
Governor La Follette.” 


INTRODUCTION TO WoRLD ECONOMICS. 
By Kemper Simpson. New York: 
Harpers. $3.50. 

Tuts book contends that recovery is 

impossible for one country alone. It 

describes the intricate interrelations and 
interdependence of the great economic 
nations of the world—the United States, 

Great Britain, France and Germany. 

And using these four countries as ex- 

amples shows how the economic fabric 

of the whole world hangs together and 
prospers together. 

The basic resources, manufactures, 
surpluses, and banking systems of these 
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four countries are described in some de- 
tail to illustrate the author’s thesis that 
prosperity requires international co- 
operation. 


Bic STEEL. By Leslie Swabacker. New 

York: Macaulay. $2.50. 
Tuts book is a novel based on the steel 
industry. Against the double back- 
ground of the rise of the steel industry 
and the American scene of the past cen- 
tury, the author paints in primary colors 
the life story of Daniel Kelly Caine— 
Steel Baron, “Big Steel.” Bankers will 
find this book of unusual interest not 
only as a novel but as the history of 
the America era of “rugged individual- 
ism” now thought to be drawing to its 
close. 


PAMPHLETS RECEIVED 


New JerRsEY BANK REPorT. Trenton, 

N. J. MacCrellish & Quigley. 
CoMPLETE text of the annual report of 
the commissioner of banking and insur- 
ance of the State of New Jersey for the 
year ending December 30, 1933. 


SALARY STANDADIZATION AND ADMINIS- 
TRATION. New York: Policyholders 
Service Bureau, Metropolitan Life In- 
surance Company. 

DESCRIPTION of a method for the scien- 

tific control of salaries based on obtain- 

ing a complete, accurate and impersonal 
description of the work done by each 


employe, to the determination of fair 
minimum and maximum salaries for 
each position or kind of work through- 
out the organization. 


THE FINANCIAL TIME TABLE. By 
Charles Mills De Forest. New York: 
American Provident Society, 51 Madi- 
son avenue. 25c. 

ContTains a lifetime budget for income, 

savings and reserve; a graph of the 

financial life-line; the provident com- 
pound interest calculator—a simple in- 
vention of tables for computing increase 
of money through interest, length of 
time required, and amounts to deposit. 


THE FEDERAL MUNICIPAL Dest Ap- 
JUSTMENT Act: A Guide to Munici- 
palities. By Carl H. Chatters and 
John S. Rae. Chicago: Public Ad- 
ministration Service, 850 East 58th 
street, 25. 

THE authors present briefly the elements 

of a debt adjustment scheme and the 

factors which must be considered in 
determining the municipality's ability to 
pay. The pamphlet contains a digest of 
the new Act as well as the text in full. 


VIRGINIA BANK ReEporT. Richmond, 
Va.: Bureau of Insurance and Bank- 
ing, State Corporation Commission. 

SHows the condition of the incorporated 

state banks and other institutions oper- 

ating in Virginia at the close of business, 

December 31, 1933. 
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REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 


ernment and business are now so 

intimate, great importance attaches 
to the position of Washington respect- 
ing these relations. For this reason the 
radio address made by the President of 
the United States on September 30 was 
received with extraordinary interest. His 
address dealt, in the main, with two sub- 
jects—the National Recovery Act and 
the situation with respect to labor. He 
took a cheerful view of the outlook, in 
these words: 


) eam the relations between gov- 


“I am happy to report that after years 
of uncertainty, culminating in the col- 
lapse of the spring of 1933, we are 
bringing order out of the old chaos with 
a greater certainty of the employment 
of labor at a reasonable wage and of 
more business at a fair profit.” 


The President further stated that “we 
have passed through the formative period 
of code making in the National Re- 
covery Administration... . We are 
now prepared to move into the second 
phase, on the basis of our experience in 
the first phase under the able and ener- 
getic leadership of General Johnson. We 
shall watch carefully the working of this 
new machinery for the second phase of 
the N.R.A., modifying it where it needs 
modification, and finally making recom- 
mendations to the Congréss, in order 
that the functions of the N.R.A. which 
have proved their worth may be made 
a part of the permanent machinery of 
government.” 

To preserve that part of the functions 
of N.R.A. which have proved their 
worth implies that such fractions as 
have not, in the light of experience, so 
justified themselves will be discarded. If 


this policy is carried out, it will tend to 
allay much of the criticism directed at 
the National Recovery Act and will 
make tor better business conditions. 

As the country in recent weeks has 
suffered from a number of strikes, the 
President's efforts to bring about indus- 
trial peace will be welcomed, and the 
hope entertained that these efforts will 
be successful. The President thus stated 
his plan: 

“I propose to confer within the com- 
ing month with small groups of those 
truly representative of large employers 
of labor and of large groups of organ- 
ized labor, in order to seek their co- 
operation in establishing what I may de- 
scribe as a specific trial period of in- 
dustrial peace. From those willing to 
join in establishing this hoped-for period 
of peace, I shall seek assurances of the 
making and maintenance of agreements, 
which can be mutually relied upon, un- 
der which wages, hours and working 
conditions may be determined and any 
later adjustments shall be made either 
by agreement or, in case of disagree- 
ment, through the mediation or arbitra- 
tion of state or Federal agencies. I shail 
not ask either employers or employes 
permanently to lay aside the weapons 
common to industrial war. But I shall 
ask both groups to give a fair trial to 
peaceful methods of adjusting their con- 
flicts of opinion and interest, and to ex- 
periment for a reasonable time with 
measures suitable to civilize our indus: 
trial civilization.” 


While the past month showed some 
improvement in the general situation, 


the declining tendency which set in 
about the middle of May seems not to 
have been definitely halted. 





LETTERS TO THE EDITOR 


AN OPEN FORUM FOR AN EXCHANGE OF OPINIONS 


Readers of THE BANKERS MAGAZINE are invited to send for publication in this de- 
partment an expression of their views on matters of current interest to bankers. 
Among subjects of present discussion are: “The Monetary Policy of the Govern- 
ment,” “Bankers and Their Public Relations,” ‘“‘The Permanent Deposit Guaranty.” 
Expressions of opinion on these and other subjects relating to banking will be cor- 


dially welcomed to our pages.—-EpiTor. 


WHEREIN YE EDITOR IS AC- 
CUSED OF BEING A CYNIC 


Editor, THE BANKERS MAGAZINE: 

While I find the editorial comment 
in THE BANKERS MAGAZINE unusually 
good reading, I disagree with many of 
your statements, but applaud the firm- 
ness of your stand. 

I am sorry to detect a note of 
cynicism which seems to pervade your 
recent writing with respect to the in- 
nate greed and selfishness of mankind. 
I take it that your many years of con- 
tact with the world have convinced 


you that man is naturally selfish and 
that there is little that any of us can 
do about it. 

Perhaps, though middle-aged, I am 


still young enough to believe that 
humans are not always actuated by 
selfish motives with a sole eye to future 
profits. I believe that mankind is ca- 
pable of making heroic sacrifices and of 
splendidly ignoring narrow self-interest. 
But it must be through loyalty to a 
cause which is bigger than they and 
one which they believe to be worthy 
of their devotion. Such a cause may 
be religion; it may be a patriotic service 
to the state, or it may be merely in- 
tellectual integrity, such as the scientist 
shows in seeking the truth wherever it 
may lead him. 

I have always been profoundly stirred 
by Justice Holmes’ intellectual creed as 
he gave it to a class of Harvard 
students many years ago. Here is what 
he said: 

“No man has earned the right to in- 
tellectual ambition until he has learned 
to lay his course by a star which he 
has never seen—to dig by a divining 
rod for springs which he may never 


reach.... To think great thoughts 
you must be heroes as well as idealists. 
Only when you have worked alone— 
when you have felt around you a black 
gulf of solitude more isolating than that 
which surrounds the dying man, and in 
hope and in despair have trusted to 
your own unshaken will—then only 
will you have achieved. Thus only 
can you gain the secret isolated joy 
of the thinker, who knows that, a hun- 
dred years after he is dead and for- 
gotten, men who never heard of him 
will be moving to the measure of his 
thought—the subtile rapture of post- 
poned power, which the world knows 
not because it has no external trappings, 
but which to his prophetic vision is 
more real than that which commands 
an army.” 

But my strongest hope that unselfish- 
ness will eventually triumph in this 
world is based on my very strong be- 
lief that ethical and unselfish conduct 
is based on intelligence. A man may 
defy the rules of the game and for a 
time appear to gain advantage at the 
expense of his fellows, but in the long 
run he cannot prosper at the expense 
of society as a whole. The same is 
true of nations. I believe that one day 
war will cease because it is unintelli- 
gent. In the long run nobody bene- 
fits. One nation cannot prosper at 
another nation’s expense. War is the 
most stupid of all human activities. 
Some day I believe that the world will 
come to realize this. Intelligence de- 
mands a measure of unselfishness in the 
dealings of man with man, nation with 
nation. The law of the jungle must be 
replaced by the law of enlightened self- 
sacrifice and co-operation if the world 
is to go on and civilization is to con- 
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‘Now ready... 


EIGHTH REVISED EDITION 


The Practical Work of a Bank 


By WILLIAM H. KNIFFIN 


A detailed description of every 
operation of the modern bank. 


Price $5.00 


BANKERS PUBLISHING COMPANY 


465 MAIN STREET, CAMBRIDGE, Mass. 





tinue. I have faith that in the end 
this view will prevail. 

W. F. K. 
Boston, Mass. 


Our correspondent is in error in at- 
tributing cynicism to the editor of THE 
BANKERS MaGazZINE. For that quality 
he has probably mistaken some criticism 
of what appear to be crude ideas of 
human attributes. 

The exalted creed of Former Justice 
Holmes is beyond all praise. 

It is with reluctance that our cor- 
respondent's trust in intelligence as a 
remedy for the world’s ills is questioned. 
But he is on firm ground when he says: 
“The law of the jungle must be re- 
placed by the law of enlightened self- 
sacrifice and co-operation if the world 
is to go on and civilization is to con- 
tinue.” 

If our amiable correspondent will 
permit an observation, this is the con- 
sidered opinion of the editor of THE 
BANKERS MAGAZINE: There is but one 
remedy for the world’s troubles—the 
ethical principles exhibited in the life 
and teachings of Jesus——EpiTor. 
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THE BIG BANK AND THE LITTLE 
BANK 


Editor, THE BANKERS MAGAZINE: 

A man went into a very large bank 
and asked the clerk or under-officer 
with whom he came in contact how 
he could go about seeking a loan under 
the new Housing Act. The bank man’s 
reply, given rather indifferently, was 
to the effect that the whole thing was 
such a mixed-up mess that they really 
knew nothing about it. There the con- 
versation ended. 

The same man went into a_ small 
bank. He got the information he 
wanted promptly, fully and courteously. 

This is a true story. It is not an 
argument for the small bank vs. the 
big bank. It simply illustrates a weak- 
ness in many a large bank where the 
policies and practices of the upper offi- 
cers do not seep down to the persons 
with whom the man-on-the-street has 
contact. 

It is a weakness which 
should be remedied. 

Business MAN. 


can and 


October 1, 1934. 
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A MONTHLY DIGEST OF SIGNIFICANT ARTICLES APPEARING IN 
THE GENERAL MAGAZINES OF INTEREST TO BANKERS 


BLAMING THE BANKS 


An editorial in the New York 
Herald Tribune 


HE notion on the part of the 
Administration and its spokesmen 
that the bankers of the country 
are not co-operating to bring about re- 
covery is one that dies hard. The 
charge of overliquidity has been re- 
peated on numerous occasions in the 
last year or two, yet on each and every 
occasion that an inquiry has been made 
into the accusation it has been found 
to be baseless. 

In the current issue of “Today,” 
Raymond Moley, editor of that pub- 
lication, takes up this question anew. 
The naiveté of his treatment of the 
question is illustrated by a chart accom- 
panying his leading editorial. There 
are two lines on this chart, one repre- 
senting total demand and time deposits 
in the banks, the other representing 
commercial loans. From the first of 
February, 1934, the chart shows, de- 
posits have risen from approximately 
$15,300,000,000 to $17,300,000,000, or 
$2,000,000,000. At the same _ time, 
commercial loans are shown to have de- 
clined from $4,700,000,000 to $4,500,- 
000,000, or approximately $200,000,000. 

This chart is accurate enough in its 
presentation of the facts, but it creates 
in the mind of the average reader an 
entirely false impression. The person 
who does not understand the mechanics 
of banking probably looks at it, sees 
deposits rising spectacularly and loans 
declining, and says to himself: “Maybe, 
after all, there is something to this talk 
about nonco-operation. Why should 
the banks leave idle all these deposits 
that have been brought into them when 
business loans are so badly needed for 
recovery?” 

The answer is, of course, that these 
are not new deposits that have been 


“brought in” to the banks. They are 
“created deposits,” resulting from the 
investment by the banks of the country 
in the rapidly increasing public debt. 
If the chart around which Mr. Moley 
writes his editorial were drawn so as 
to tell the whole story it would carry 
another line, a line showing the banks’ 
holdings of government  securities—- 
and that line would parallel, almost ex- 
actly, the line showing the rise in total 
demand and time deposits. 

For good or evil, the Government, 
under the administration of the New 
Deal, has chosen to enter actively into 
the business of financing recovery. But 
some one, obviously, has to finance the 
Government; and that some one, as 
the bond market has demonstrated twice 
in connection with conversion opera- 
tions, is not the private investor. The 
task, therefore, has fallen on the banks, 
which have been gorged during the last 
few months with the short-term paper 
of the Treasury. How is it possible 
to say, with the banks lending $15,000,- 
000,000 to the Government at the pres- 
ent time, that they are not doing their 
share to finance recovery? 

Mr. Moley and the Administration 
want to get more funds out directly 
from the banks to commercial borrow- 
ers; and this is a perfectly laudable de- 
sire. But the way to do it is not to 
try arbitrarily and artificially to halt 
the decline of the lower line on Mr. 
Moley’s chart—the line of commercial 
loans—by berating the bankers and by 
imploring bank examiners to close their 
eyes to “slow” and “doubtful” com- 
mercial loans. The way to do it is to 
call a halt to the rise of the upper line 
on the chart, the line of so-called “de- 
posits,” which represents and reflects 
the country’s mounting debt. Until that 
is accomplished it is idle to expect 
business to borrow from the banks on 
any substantial scale, no matter how 
much the banks may desire to lend. 
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BANKS AS BUSINESS DOCTORS 


By Morris BLAIR 


Digested from Printer’s Ink 


ANY times since 1929, we have 
M heard someone say of a firm, 

“They have a bank man in.” 
This is generally supposed to mean that 
the financial status of such a house is 
getting or has gotten shaky. 

The fact that the bank requests a 
representative on the board of directors 
of a corporation, or someone it selects 
as general manager, should not cause 
uneasiness from the standpoint of 
credit, but should be taken as evidence 
that the corporation is composed of 
wise men and that their banking con- 
nections must be of the best. 

Many of the larger banks keep a staff 
of men who give all their time to this 
kind of work. The men are selected 
because of their outstanding ability as 
business managers. Some of them may 
be specialists in merchandising and 
when a merchandising problem is not 
being solved by the executives of a 
business, this bank man with his new 
and unprejudiced view may come in 
and see the answer to the problem and 
stay with the firm to carry out his sug- 
gested new policies until success has 
been attained. 

The bank man comes into a situation 
of this kind, studies the market, the 
production costs, overhead expense, and 
the present and future trend of the 
line and has to be sold hard as to why 
changes are not necessary. The gen- 
eral manager of a large corporation, 
who has had a “bank man” in his com- 
pany for six months, said to me: “This 
bank man is a continual challenge to 
our thought; he always listens to us 
and after we finish telling him about 
our methods of doing business he 
calmly asks, ‘Why?’ When we try to 
answer him, we often find that we 
don’t know why ourselves, unless it 
may be that we have done it this way 
because our fathers did.” 

The bank man may have occasion 
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to do some part liquidating, resulting 
in a small business operating at a profit, 
instead of a large business operating at 
a loss. At all times he has the interest 
of the business at heart, otherwise he 
will not be successful in getting the 
bank loans reduced, and if he is not 
successful, the bank of course will cease 
to use his services. 


BANKS NEVER WORSE FROZEN 
By H. ParkKER WILLIS 


Extract the 


from an article in 
Financial Chronicle 


[tine » has probably never been a 


time when our banks were worse 

“frozen” than they are today. 
There has never been a moment when 
they were in less favorable position to 
meet their obligations in something other 
than government credit, if called upon 
to do so. The ability of the Govern- 
ment to meet its maturing obligations 
is dependent entirely upon its capacity 
to induce fresh borrowers to come for- 
ward with further contributions of 
funds. It may dragoon the banks into 
such action for a good while, but 
eventually a positive check to further 
operations of the sort is afforded by a 
flight from the currency, or from the 
securities of the Government itself. It 
cannot continue indefinitely to support 
its outlays by issuing currency or fiat 
credit, and when such issues obviously 
exceed current incomes, they will lose 
value and eventually collapse, as has 
been the case with all such structures 
of unsound finance since banking was 
first initiated. When that time comes, 
the banks may still be able to obtain 
from Reserve banks (so long as the 
supply of print paper lasts) the same 
kind of money which they are obligated 
to pay to their customers, and may 
thus continue perfectly solvent; but 
their solvency will be of no value to 
their stockholders, who will have only 
the empty satisfaction of being able to 
claim that they have met their obliga- 
tions in depreciated paper, and thus 
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to be legally free of duty to pay what 
they have promised their depositors. 
Neither will it be of much avail that 
the nation has a considerable stock of 
gold, if the remaining assets of the 
banks, or a large part thereof, consist 
of government deficits or their repre- 
sentatives. 


BANKERS AND THE GOVERN- 
MENT 


Editorial in the Journal of Commerce, 
New York 


“And let it be recorded, my friends, 
that the British bankers helped their 


government.” 


sought in his Sunday night address 
to administer an indirect rebuke to 
American bankers for their implied lack 


|: these words, President Roosevelt 


of co-operation with the Federal Treas- 
ury. In what, the bankers may well 
ask, have they failed to co-operate by 
comparison with British financiers? 

In the first place, it is known that 
the Treasury has sought to get the com- 
mercial banks, especially the large city 
institutions, to buy freely of its longer 
term obligations, in order to facilitate 
conversion of high coupon government 
obligations and to raise vast amounts 
of new money for relief and public 
works expenditures. What is the ac- 
tual record? The member banks of 
the Federal Reserve system, owning 
twothirds of the total bank resources 
of the country, held $9,136,000,000 in 
treasury obligations, largely long-term 
bonds, on June 30 of this year. This 
total represented 37 per cent. of their 
deposits and 34 per cent. of the total 
outstanding debt of the Government. 

On the other hand, the 10 London 
clearing banks, which control fully 80 
per cent. of the banking resources of 
Great Britain, held £548,974,000 of in- 


vestments in June of this year, about 
90 per cent. of which consists normally 
of British government bonds. In ad- 
dition, these clearing banks reported 
£227,608,000 of bills discounted, about 
half of which are treasury bills. Thus, 
the big British banks together held in 
June, roughly, £600,000,000 of govern- 
ment securities, which represents 32 
per cent. of their total deposits, and 
only 9 per cent. of the total debt of 
the British government, exclusive of its 
war debt to the United States. 

American banks, therefore, have gone 
considerably further than British insti- 
tutions in buying government bonds. 
On the other hand, our bankers may 
well argue that the government in 
Great Britain has co-operated with the 
banks to maintain sound general finan- 
cial conditions to a far greater extent 
than has been the case in this country. 
In fact, in large part as a result of 
persuasion from the bankers the British 
government in 1932 devoted itself 
whole-heartedly to the task of an im- 
mediate balancing of her budget. Here, 
as is well known, the Government has 
refused flatly to heed similar exhorta- 
tions from bankers. 

If the President meant that British 
bankers have been freer in lending to 
private industry to supplement the gov- 
ernment’s recovery efforts, the record 
once again fails to bear out any such 
contention. The volume of credit 
granted to other borrowers than the 
government has been fairly constant in 
Great Britain since 1932. It is ex- 
pected there that industry and trade 
will borrow only after recovery is well 
under way, rather than in anticipation. 

Whatever the personal feelings of 
American bankers, the record shows 
that to date they have co-operated in 
government financing comparatively to 
a greater extent than have British bank- 
ers. As regards commercial lending 
policies, the showing in the two coun- 
tries has not been materially different. 





New Comptometer on the Market 


NEW comptometer, the super- 
Acai has recently been an- 

nounced by Felt & Tarrant Mfg. 
Co., Chicago. 

Of the many outstanding features of 
this machine, the most important is the 
new supertotal register where subtotals 
are quickly transferred and accumulated. 
By simply turning a lever, subtotals are 
transferred and added into the super- 
total register for a grand total, which 
eliminates recapping. 

In many kinds of figure work, such 
as payroll, it is often desired to convert 
such an amount as $25.678 to the near- 
est full cent before transferring the 
amount into the grand total. In the 
supertotalizer comptometer this is ac- 
complished quickly and easily by setting 
the selective transfer stops which have 
two functions: First, they prevent the 
decimal parts of cents from being added 
into the grand total amount; second, 
throw shutters over the unused dials, 
thus making it easier for the operator 
to read the answer figures. The con- 
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version of an amount to the nearest full 
cent is not restricted to any certain posi- 
tion on the keyboard but may be per’ 
formed over any decimal pointer—an 
exclusive comptometer feature. 

The operation of the supertotalizer is 
simple and easy. However, to safeguard 
against errors which might occur through 
an occasional imperfect manipulation, an 
ingenious system of interlocking safe- 
guards has been devised by which the 
operator is signaled through the locking 
of the mechanism the instant a mis 
operation occurs. 

All of the time-tested comptometer 
features have been retained in the new 
supertotalizer, such as: light, balanced 
key stroke; quick, noiseless canceling; 
clear register signal; and the controlled- 
key—an automatic control against faulty 
and partial key strokes. 

The supertotalizer is introduced as an 
addition to the comptometer line and is 
manufactured in three standard sizes— 
8, 10 and 12 columns. The model J 
comptometer will continue to be manu: 
factured as usual. 
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A MONTHLY DIGEST OF CURRENT SPEECHES OF INTEREST TO 
BANKERS 


THE CONSTITUTION AND THE 
NEW DEAL 


By Hon. Danie C. ROPER 


Secretary of Commerce 


Condensed from a radio address before the 
National Exchange Club at Cincinnati, Ohio 


HERE are those who assert that 

the New Deal means the compiete 
abolition of “the old order” of our 
economic and social system. Nothing 
could be farther from the truth. New 
Deal leaders desire and the New Deal 
contemplates maintaining those institu- 
tions and methods which have proved to 
be sound, adequate and constructive in 
our progress thus far. It would safe- 
guard these institutions by eliminating 
those deterrent factors, evils and abuses 
which contributed predominantly to the 
economic collapse from which we have 
all suffered so severely. This process is 
in every sense logical, democratic, and 
in keeping with the good business prac- 
tices and traditions of our nation from 
its founding down to the present day. 
With the launching of our great in- 
dustrial development in the early °80’s, 
wise leaders at that embryo stage of our 
industrial life saw that we were under 
the necessity of carrying forward in this 
country a twofold civilization; namely, 
the continuation and development of 
our agricultural life and the building 
and co-ordination of an unfolding in- 
dustrial civilization. Even before the 
beginning of the twentieth century it 
became apparent to thoughtful students 
that there were inherent conflicts be- 
tween these two great endeavors which, 
unless carefully co-ordinated and _bal- 
anced through the years, would eventu- 
ally lead to a state of disarrangement 
that would seriously shock even the very 
foundations of our social and economic 
system. Other nations have been and 
are either predominantly agricultural, 


commercial or industrial nations, while 
the United States on the other hand 
faces the gigantic problem of co-ordinat- 
ing two such distinct types of economic 
civilization. 

In this critical period, as in other 
emergency eras in our history, many 
divergent opinions exist as to the con- 
stitutional aspects of the reconstruction 
program. There are those who have 
felt it incumbent upon themselves to 
come to the defense of the Constitution 
and what they term the American con- 
ception of liberty. Many of us have 
been confronted in the public press with 
the direct question, “Is the New Deal 
constitutional?” No written document 
has ever occupied such a hallowed place 
in the minds of the people of any nation 
as does the Constitution in the minds 
and thoughts of American citizens. The 
Constitution is more than a written or- 
ganic law of the nation—its also carries 
a crystallization of the spirit and ideals 
which have guided and influenced our 
national life since its birth in 1787. 

The New Deal program has its imper- 
fections, just as had the original Consti- 
tution. The recovery program represents 
a courageous attack against conditions 
which in 1933 threatened destruc- 
tion to the economic and social life 
of our nation. Something had to be 
done and done quickly. Roosevelt acted 
accordingly, as did Franklin and Wash- 
ington in 1787. The Administration has 
clearly recognized that imperfections ex- 
ist in the administration of the recovery 
program and it is seeking constantly and 
persistently through administrative ex- 
perience to correct defects and deficien- 
cies. Mistakes, however, exist largely 
in methods and mechanism, rather than 
in important underlying principles. As 
Franklin said in his address before the 
Constitutional Convention, partisan sup- 
port can always be gained through con- 
centration upon unfavorable factors and 
a disregard of the general and universal 
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beneficial aspects of any program. To 
my fellow citizens who have had the 
recovery program presented to them 
as being out of harmony with the funda- 
mental purposes and spirit of the Con- 
stitution, I assert with conviction that 
the recovery program fulfills the spirit, 
the purposes, and the letter of the Con- 
stitution. Current thinking on this sub- 
ject is divided into two general classes; 
one group which believes, or has been 
led to believe, that the New Deal is un- 
constitutional and the other which be- 
lieves that the New Deal is a basic in- 
strumentality for the preservation of the 
principles and objectives of the Consti- 
tution. To the first group, I commend 
an inquiry into the circumstances sur- 
rounding the unfolding needs and prob- 
lems of the human family as well as a 
study of the primary purposes of the 
Constitution. 

Exactly what do we mean by liberty? 
Fifty or seventy-five years ago a citizen 
could at will cross and recross the prin- 


cipal intersection of a small middle- 


western city. This town has since be- 
come the great city of Chicago. The 
citizen’s grandson can no longer cross 
and recross this same street intersection 
at will. A traffic light, a symbol of the 
government’s authority, now regulates 
the crossing of this street. We may say 
that the grandson does not possess a lib- 
erty which his grandfather was free to 
exercise at his discretion. However, 
other citizens have also surrendered part 
of their freedom and, while the grand- 
son must wait to cross the street in one 
direction, a stream of fellow citizens 
crosses in front of him going in the op- 
posite direction. By adhering to this 
stop and go signal, all citizens have a 
greater freedom of movement and greater 
safety for life and action under the 
existing conditions. All have gained by 
the exchange, which, while requiring the 
giving up of certain privileges, has in 
turn brought other essential advantages. 

As society becomes more complex, 
interrelationships become more numer- 
ous and necessary, thus creating an 
interdependence of rights and respon- 
sibilities which did not exist even a 
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quarter of a century ago. Certainly one 
of the most “salient rights” under our 
traditional system of liberty is “the right 
to work” and earn a livelihood. When 
President Roosevelt took office, at least 
thirteen millions of our people were de- 
nied the exercise and privilege of this 
right, due to the failure of the nation’s 
leadership in the preceding decade to 
correct the destructive processes en- 
gendered by the World War and which 
fostered a system characterized by the 
concentration of privilege, power, wealth 
and preferential rights in a relatively few 
hands. Certainly the cumulative evils 
which culminated in the economic col- 
lapse of 1929 were not in harmony in 
any sense with the traditional spirit and 
purpose of the Constitution. It thus 
becomes quite puzzling to American 
citizens when those who failed to exer- 
cise enlightened leadership through con- 
stitutional inspiration, and who thus 
contributed to the most tragic peace- 
time calamity our nation has ever known, 
should now proclaim to the American 
people that liberty and freedom are be: 
ing endangered by the recovery pro- 
gram. 

Economic history has repeatedly es- 
tablished the fact that critical emer- 
gencies clothe business with a public in- 
terest which might not be so character- 
ized but for those unusual conditions. 
This impresses upon us the necessity of 
distinguishing at all times between emer- 
gency measures and long-term programs. 
Many steps must be taken during an 
emergency which become unnecessary 
when equilibrium is fully re-established. 
The fact that some reforms may be in: 
itiated along with emergency acts gives 
no grounds whatever for concluding that 
all or even a major part of the emer’ 
gency acts may become permanent. Con- 
structive administrative experience and 
future developments will indicate what 
features should be made permanent and 
which are to be utilized only until the 
emergency has passed. 

In these kaleidoscopic days, as under 
like conditions in the past, when public 
opinion is exposed to such a variety of 
conflicting assertions, claims and counter’ 
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claims, I think of Cato, the Roman 
Senator and orator, who ended every 
speech he made, no matter what its sub- 
ject might be, with the vehement declara- 
tion: “And, moreover, Carthage must be 
destroyed!” The constant repetition of 
this challenge by Cato was one of the 
dominant factors (that incited the Third 
Punic War which resulted in the com- 
plete destruction of Carthage as a great 
power). 

Every nation and every era has Catos. 
A Cato in our times can be either con- 
structive or destructive—a builder of 
positive, sympathetic public opinion or 
a prompter of fear and discouragement. 
That our nation has made remarkable 
strides in its recovery efforts during the 
past eighteen months no one can deny. 
The program has not been perfect, either 
in conception or execution. Mistakes 
have been made and methods have been 
changed and corrected, a process that 
will continue constructively throughout 
the tenure of the present Administra- 
tion. Utter economic and social col- 
lapse has been prevented by the coura- 
geous action of President Roosevelt. 
The spirit and purpose of our Consti- 
tution have been adhered to in every 
sense of the word. 

Can we not today, therefore, with 
great benefit employ Cato’s method of 
reiterating the fundamental ideals that 
must be impressed upon the minds of 
our people if we are to attain the high 
objectives of our national recovery pro- 
gram? We are reminded here of the 
plan that has been utilized in the course 
of our country’s history by constructive 
Catos in emphasizing the value of the 
Federal Government in its service re- 
lationships to the people; the stressing of 
principles underlying this form of gow 
ernment, the necessity of using as lead- 
ers those who were in sympathy with 
the principles and objectives of the Gov- 
ernment. Without this approach, our 
people could never have produced this 
great American institution known the 
world around as the most successful 
human government achieved in the his- 
tory of man. Today this same approach 
is necessary if we are to meet success: 


fully the challenging and vital problems 
which tace us. 

So far from destroying democracy, as 
destructive-minded Catos would have 
you believe, let me say to the construc- 
tive-minded that the wise, sympathetic 
and co-operative administration of the 
principles and policies of the New Deal 
means the fruition of American democ- 
racy. I leave this question with each 
and all of my hearers. Do you propose 
in this important era to be a destructive 
or a constructive Cato? 


TRAINED BANKERS NEEDED 
By Hon. J. F. T. O°ConNor 


Comptroller of the Currency 


From a Commencement Radio Address to 
the A. I. B. 


HE need of trained minds in the 
banking field is becoming increas- 
ingly plain. The problems of 


credit, appraisal of assets as a basis of 
credit, the separation of depository 
function from the purely commercial 
long term loan function of banks, in- 
vestment counsel to patrons and the like, 
demand the best trained minds for a 
proper solution. The time is coming 
when the banker and you, the respon- 
sible bank employe, will be regarded 
more as professional than business men. 
The banker of the future will be spe- 
cially trained for the practice of his 
vocation, and, as time goes on, that 
training will give him more and more 
the status of a professional man. This 
tendency is in evidence now and in- 
evitably will become stronger. Out of 
the recent crisis, out of the great de- 
pression which has paralyzed business 
and finance the world over, will come a 
clearer realization that the business of 
banking calls for not only the best train- 
ing available, but for a highly specialized 
type of training. With the lawyer, the 
doctor, the engineer, the accountant, and 
others who might be mentioned, the 
banker of the future will be a true pro- 
fessional man. As that time comes, a 
code of ethics for bankers will evolve, 
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supplementing but more powerful than 
the criminal law. The standards of the 
profession will rise rapidly, it will purge 
itself of corrupt and evil members, and 
the public in dealing with them will 
feel a security founded on the solid 
fact that no man can claim the honor- 
able designation of banker until he has 
met certain well-known and high stand- 
ards of ability, training, and character. 


BANKING AS A CAREER 


By JAMEs P. WARBURG 


Vice-Chairman, Bank of the Manhattan 
Company, New York 


Extract from an Address Before the First 
Choosing-a-Career Conference 


dead. Banking as a profession is 
in its infancy—I might almost 

say, is not yet born. 
There have been excluded from this 
conference the recognized professions, 


Be 5 as a business career is 


such: as law, medicine and architecture. 
Banking has been included as one of a 
number of possible business or voca- 
tional pursuits. In my judgment it has 
no place in a conference which deals 
with the various possible methods of 
making money. 

In the past the majority of college 
graduates who have entered the banking 
business have done so for one of two 
reasons: because they thought all bank- 
ers got reasonably rich with reasonable 
ease and rapidity; or because the bank- 
ing business had a certain traditional 
social prestige. Stated another way, the 
banking business was considered pre- 
eminently respectable, and one’s friends 
—one’s respectable friends I mean—were 
likely to be in it too. 

That is why most college-bred bankers 
in this country originally became bank 
runners or bond salesmen immediately 
after their graduation. Many of them 


are—or were until recently—the re- 
spected heads of commercial banks and 
investment banking houses. 

Many of them will consider me a 
heretic when I say to you that these 
considerations are out of date and no 
ionger valid. But I do say just that. 

If you are thinking of becoming a 
banker because you think banking would 
be a nice respectable way to make quite 
a little money—stay out of it. 

If you are thinking of becoming a 
banker because in that way you will 
meet the best people and attain social 
prestige—stay out of it. 

If you think that all you need to be- 
come a banker is a college degree and 
that cardinal virtue of the get-rich-quick 
era, “a nice personality’—stay out of it. 

Having the right friends and a good 
set of teeth used to be the entrance re- 
quirements. They are that no longer. 

What you need today is a very dif- 
ferent set of tools. You need primarily 
three things: certain elements of char- 
acter; a very definite philosophy; and a 
background of proper training. 

With regard to character, you need 
more than average intelligence, more 
than average patience, and more than 
average integrity. If you are not reason 
ably sure that you are more than aver’ 
age intelligent—if you are aware of the 
fact that you are naturally impatient— 
it is better to choose some other career. 
As to integrity, I do not suppose that 
anyone can judge his own honesty, but 
certainly no one with any doubt as to 
his own ability to withstand temptation 
should choose a banking career. 

Finally, and most important of all, 
you must like your fellow man and be 
interested in him. You must be willing 
to listen to his problems and troubles, 
not because your job demands it, but 
because you enjoy it—because you de- 
rive both interest and satisfaction from 
doing it. 





IN THE MONTH’S NEWS 


BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


@ The regular quarterly dividends of 
50 cents a share on the capital stock 
of Bank of America N. T.@ S.A. and 
155/g cents a share on the capital stock 
of Bank of America (California), the 
associated state bank, were declared last 
month. The total disbursement which 
was paid October 1 aggregated $1,025,- 
000 bringing the total dividends for 
1934 to date to $2,825,000. The cur- 
rent quarterly dividend is the same as 
June when directors increased the dis- 
bursement from $750,000 a quarter. 


@ Remington Rand, Inc., has concluded 
negotiations with Siemens & Halske 
A.G., of Berlin, one of the largest 
electrical manufacturing and research 
organizations in Europe, to utilize all 
of the latter's inventions and patents 
covering punched card tabulating ma- 
chines and other office equipment. 
Under the agreement, all of the 
punched card tabulating machines and 
ofice equipment manufactured under 
the Siemens & Halske patents will be 
known as the Powers-Siemens & Halske 
accounting and tabulating equipment, 
and will be marketed in Germany by 
Powers GMBA, a subsidiary of Rem- 
ington Rand, Inc. According to James 
H. Rand, Jr., president of Remington 
Rand, Inc., this agreement will mate- 
tially strengthen his company’s position 
in the office equipment business in the 
German and world markets. 


@ Pertinent questions on the future of 
banking, high-grade bond investments 
and real estate will be discussed October 
18-19 by the Savings Banks Association 
of the State of New York at their 
forty-first annual convention held in 
New York City. Among the speakers 
will be Henry R. Kinsey, president of 
the association; Hon. Joseph A. Brod- 
erick, superintendent of banks; Hon. 
George V. McLaughlin, president, 
Brooklyn Trust Company; Eugene 
Black, former governor Federal Reserve 


Board; Stewart McDonald, special as- 
sistant administrator, Federal Housing 
Administration; and many other promi- 
nent men. 


@ Alfred W. Diller, formerly of the 
Blackman Company, New York, has 
become associated with The Merrill An- 
derson Company, New York advertis- 
ing agency, as vice-president. Among 
the many bank advertising accounts for 
which Mr. Diller has been responsible 
is the Manufacturers National Bank of 
Troy, for which he received the only 
Harvard Award ever granted for finan- 
cial advertising. 


@ The Union Trust Company of Roches- 
ter, N. Y., one of the Marine Midland 
Group banks, opened a branch on Sep- 
tember 22 in Avon, N. Y.—the second 
to be opened under the Stephens bill 
enacted at the last session of the Legis- 
lature making branch banking possible 
in New York State. It is understood 
that other banks in the Marine Midland 
Group will shortly open branches in a 
number of small communities through 
the state whose banking facilities were 
lost during the depression. 


@ Julius S. Rippel, president of the New 
Jersey Bankers Association has an- 
nounced that the Mid-Winter Trust 
and Banking Conference of the state 
association will be held in Newark at 
the Hotel Robert Treat on November 
22-23. L. A. Chambliss, assistant vice- 
president of the Fidelity Union Trust 
Company will act as general chairman 
of the conference. 


@ The California farm price index for 
August showed a 19 per cent. gain over 
August 1933, according to the Septem- 
ber issue of the Bank of America Busi- 
ness Review. The general level of 
prices received by California farmers 
for 24 basic commodities, at 80.7 per 
cent. of the 1910-15 average, was 
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approximately 43 per cent. above the 
low point for the index reached in 
April of last year. The Bank of 
America’s index of Western Business, 
based on bank debits, carloadings and 
electric power production, stood in 
August at 63.8, a gain of 5.8 per ceni. 
over August of 1933. August was 
the eighth consecutive month to gain 
over the like 1933 period. 


@ Walter von Tresckow, formerly as- 
sistant vice-president of the Central 
Hanover Bank and Trust Company, 
has been elected vice-president of the 
investment management firm of E. W. 
Axe and Company, Inc., with head 
offices at 730 Fifth Avenue, New York 
City, and branches in Chicago, Los 
Angeles and San Diego. 


@ Bankers Trust Company, New York, 
announces that W. Laud-Brown_ has 
been appointed as assistant vice-presi- 
dent of the institution. 
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COMING BANKERS CONVENTIONS 


STATE 

Oct. 18-19—Savings Bank Association of 
New York, Waldorf-Astoria Hotel, New 
York. 

Nov. 2-3—Arizona Bankers Association, 
Hotel El Tovar, Grand Canyon. 

Nov. 8-9—Nebraska Bankers Association, 
Lincoln. 

Nov. 22-23 Mid-Winter Trust and Banking 
Conference, New Jersey Bankers Associa’ 
tion, Hotel Robert Treat, Newark, New 
Jersey. 

GENERAL 

Oct. 18-20 National Association of State 
Bank Supervisors, Baltimore, Maryland. 

Oct. 22-25—A. B. A. Convention, Wash- 
ington, D. C. 

Oct. 23-24—National Association of Bank 
Auditors and Comptrollers, Washington, 
D. C. 

Oct. 24-26—U. S. Building @ Loan League, 
New Orleans, Louisiana. 

Oct. 29-30—Robert Morris Assoc:ates’ Fall 
Meeting Business Sessions, Skytop Lodge, 
Skytop, Pennsylvania. 

Nov. 8-9—Twelfth Regional Conference of 
The Associated Trust Companies of the 
Pacific Coast and Rocky Mountain States, 
San Francisco, California. 
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